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« THE BATTLE IN CONGRESS” 


A POLITICAL EXPERT ASSESSES PROGPECTS FOR ADMINISTRATION BILLS 


: "By “VERITAS” 

LUMINUM ! i * CONSUMER CREDI 
ls [eRe [@) 1740) sk) WHAT 1955) EARNINGS SOUND AND DANGEROUS 
ABVERSATILE METAL Ea cel ee REVEAL ASPECTS 
) 0) ea A lS KEY TO COMPANY AROSPECTS IN 1956 4 By MARK’ SOMERS 


By WARD GATES __ 





How Pineapple Discovered 


America in 1892... 


Pineapple flourished in tropical Hawaii’s fertile soil. 
But it needed steel for its voyage to mainland markets... 


Early in the 1800’s, pineapple was 
grown on the lush green slopes of 
faraway Hawaii. But few people in 
the United States ever had tasted it. 

One reason was distance. How 
could you ship pineapple to markets 
thousands of miles away and still keep 
it fresh, without loss of its distinctive 
flavor? 

In 1892, Capt. John Kidwell, an 
English horticulturalist on the Islands, 
came up with the obvious answer. It 
was an answer already proved suc- 
cessful in shipping perishable foods 
from distant places: 

Put pineapple in tin cans! 


Look what happened 


From this beginning, pineapple grew 
tremendously in popularity on the 
mainland. Today it is one of the five 
most popular fruits consumed in the 
United States each year. 

In fact, more than 99 percent of all 
Hawaiian pineapple goes into cans 
made of steel coated with tin. 

By using cans, the industry has 
grown phenomenally. In 1903, for 
example, the total pineapple pack was 
1,893 cases. The 1954-55 pack alone 
was 17,976,739 cases of pineapple and 
14,291,984 cases of pineapple juice. 

About 80 percent of pineapple sold 
in the United States is grown in 
Hawaii, and the Islands produce 
about 70 percent of the world’s sup- 
ply. The industry employs thousands. 
It takes workers in spotless canneries, 
located near the fields, only 15 min- 
utes to clean, cut and pack pineapple 
in cans. 


Advantages of tin cans 


Pineapple—sliced, diced, 
and in zestful juice form 


crushed 
is only one 


of many foods from faraway places 
that are now readily available in all 
their natural goodness and full flavor 
whenever we want them .. . thanks to 
cans made of steel coated with tin. 


NATIONAL STEEL 


GRANT BUILDING 





There are, of course, many reasons 
why the can is the ideal container for 
a tremendous variety of fruits, vege- 
tables, soups, meat, fish, milk and 
other foods. 

It is strong, approximately 99 per- 
cent steel, with a coating of tin to 
make it resistant to corrosion. It 
won’t break or shatter. It’s easy to 
ship, to carry and to store. 

It’s sanitary, too, used only once. 
And it’s compact, adding only the 
fraction of an inch to its contents. 


National’s role 


Our Weirton Steel Company, located 
at Weirton, West Virginia, is a leading 
supplier of the electrolytic and hot- 
dipped tin plate required for the more 
than 35 billion cans made each year. 











Of course, tin plate is just one of the 
many steels made by National Steel 
Our research and production men 
work closely with customers in many 
fields to provide steels for the better 
products of all American industry 

At National Steel, it is our constant 
goal to produce still better and better 
steels of the quality and in the quan- 
tity wanted, at the lowest possible 
cost to our customers. 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 
Great Lakes Steel Corporation « Weirton 
Steel Company ¢ Stran-Steel Corporation ¢ 
Hanna Iron Ore Company ¢ National Steel 
Products Company ¢ The Hanna Furnace 


Corporation ¢ National Mines Corporatioa 
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AREA RESOURCES BOOK 


explains why the 
area we serve 
offers so much 
opportunity 
to industry. 
























































THE MAGAZINE OF 


WALL STREET 
and BUSINESS ANALYST 
Member of Audit Bureau of Circulations 
ol. 97, No. 11 February 18, 1956 


he Ticker Publishing Company is affiliated by common ownership with 
he Investment Management Service and with no other organization. It 


Write for 
FREE 


sblishes The Magazine of Wall Street and Business Analyst, issued COPY 
-weekly, and The Investment and Business Forecast, issued weekly. Box 899, 
either the Ticker Publishing Company nor any affiliated service or pub- Dept. $, 
sation has anything for sale but information and advice. No securities or Salt Lake 
nds are handled under any circumstances for any client or subscriber. City 10, 





Uteh 


CONTENTS _— 
‘end of Events 607 
pot UTAH POWER 


s I See It! 
by Charles Benedict 609 | alc) imaen 


arket Outlook 








Serving in Utah - Idaho 
by A. T. Miller 610 Colorado - Wyoming 


Taxpayer Views Foreign Spending 





by John Oliver 612 = ee 
msumer Credit: Sound and Dangerous 7 
by Mark Somers 614 American-Standard 


luminum COMMON DIVIDEND 


bv George W. Mathis 617 A quarterly dividend of $1.75 per share 
. on the Preferred Stock has been de 


: _—s clared, payable March 1, 1956 to stock 
iside Washington holders of record at the close of busi 
by \ eritas 620 ness on February 23, 1956 
A quarterly dividend of 35 cents per 
; - ~ —— 9 share on the Common Stock has been 
} SS = 
S W e Go to I re 6 1 declared, payable March 24, 1956 to 


es ‘ ncje tockholde of reco >» close o 
ongressional Checklist 623 | new corey = Ramen ft gal 
AMERICAN RADIATOR & STANDARD 


raisi ‘ear-E orpors carnings Statements 
ppraising Year-End Corporate Earnings Statements a 




































































Part 2 | 
’ “ FRANK J. BERBERICH 
by Ward Gates 624 Secretary 
‘uided Missiles ae 
by George L. Merton 626 ° om = 
Machine Tools | : 
by John D. C. Weldon 629 llied a 
Railroad Mergers In Offing hemical | 
by Roger W. Carleson 631 
the } Preferred Stocks | 
eel by Our Staff 634 | Quarterly dividend No. 140 of 
$.75 > _ 
nen > ‘ Laas _ 75 per share has been de 
Keeping Abreast 636 | clared on the Common Stock 
tter Investment Clinic 637 6 SS ee Sys Ses 
: ‘ > 3 = | poration pavable March 9 
try For I rofit and Income 638 | 1956, to stockholders of record 
ant The Business Analyst at the close of business Febru 
-_ by E. K. A 640 | my S$, ane 
an- , aba aS T R. F. HANSEN, Secretary 
bl Answers to Inquiries 646 ; 
ible | January 31, 1956 
COVER PHOTO by Ryan Aeronautical (Company | 
Illustrations: Page 612—W ide World. Page 618—Aluminun 
a Company of America. Page 631—Monarch Machine Tool Co | 
| 
Copyright 1956, by the Ticker Publishing Co. Inc., 90 Brood Street, New York 4, N. Y. | 
C. G. Wyckoff, President and Treasurer; Arthur G. Goines, Secretory. The information herein IBM INTERNATIONAL BUSINESS 
ls obteined from reliable sources and while not guoranteed we believe if to be accurate. Single . MACHINES CORPORATION 
- copies on newsstands in U. S. and Canada, 85 cents. Place a standing order with your news- 590 Mad : 
deoler and he will secure copies regularly. Entered as second-closs matter January 30, 1915. adicon Ave., New Vork 23 
. of P.O. New York, Act of March 3, 1879. Published every other Soturday. | The 164th Consecutive 
' SUBSCRIPTION PRICE — $20.00 ao yeor in advance in the United Stctes and is possessions | Quarterly Dividend 
re and Pan-America, Canadian and Foreign Postage, $1.00 additional per yeor. Please send | The Board of Directors of this Corporation has 
a International Money Order or United States Currency. | this day de clared a Quarterly ( ash Dividend of 
TO CHANGE ADDRESS — Write us your name and old address in full, new oddress in tull stockholders of record at the close of business 
os end get notice to us three weeks before you desire magazine sent fo your new address. on Febrvary 17. 1956 Francfer books will not 
re cClosec he« yrepared on M Acco 
EUROPEAN REPRESENTATIVES — International News Co., Lid., Breoms Bidg., London E. C. Che = sealer pean uli unting 
¢ England. Cc. V. BOULTON, Treasurer 
Cable Address — Tickerpub a e 
« 
A 
FESRUARY 18, 1956 











... gives its planes 
continuous positional “fix” 


the 3 major 





of the Mighty FORRESTAL 


will be installed on the new super «ar- 
rier U.S.S. SARATOGA and other great 


The U.S.S. ForreEsTAL . . . 60.000-ton 
sea giant...the most powerful carrier 
afloat ... owes much of its fighting effi- 
ciency to its modern sensory system... 
including its advanced-design commu- 
nication and air navigation “nerve cen- 
ters” developed by Federal Telecom- 
munication Laboratories, a division of 
International Telephone and Telegraph 
Corporation. 

To guide its planes safely home 
through darkness, fog, and stormy 
weather, the FORRESTAL utilizes Tacan 

. revolutionary new system that con- 
tinually indicates position of moving 
ship to its fast-flying planes. 


INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION, 67 Broad Street, New York 4, N.Y. 


NERVE CENTERS ~— 





To keep in constant two-way voice 
contact with its pilots in the air, the 
FORRESTAL uses a new ultra high 
frequency radio system... with an effec- 
tive range over one-and-one-half times 
greater than many previous systems... 
beaming its power through new-type 
antennas in new locations below the 
level of the flight deck. 

For ship-to-ship and ship-to-shore 
communication the FORRESTAL’s 
medium-and-high frequency radio sys- 
tem provides clear and dependable 
transmission for voice, teleprinter, high- 
speed code and facsimile. 

The same electronic “nerve centers” 
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aircraft carriers to come. 

These vital developments... 
UHF and MHF radio .. . are outstand- 
ing examples of IT&T’s continuing con- 
tributions to electronic 


Tac in, 


progress ...to the grow- @NAT)5 
ing might of America’s ea t 
. Gx) | 
defensiv e forces. — ae z 
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FRENCH EMPIRE IN DECLINE... At the swift rate of 
dec] ne of the past several years, the next generation 
of s' udents may find it difficult to believe that in the 
prec ding century France was one of the two great 
emp res in the world. The Levantine holdings are 
Viet Nam (in our school it was French Indo- 


gon 

China) has been vielded for all practical purposes 
and now the even more vital North African holdings 
are in the process of deserting the Tricolor. Corrup- 
tion has eaten into the body of French politics, re- 
flect-d in an unending series of weak governments. 
Cancerous communism has done its evil work in that 
country, although the retrogressive philosophy that 
predominates in French industrial circles also has 
much to answer for. 


At the moment, attention is focused on Algeria, 
Where the situation is far more serious than in 
Morocco or Tunisia, other North African holdings 
of trance. Indeed, Algeria is her most dangerous 
problem, a problem for which weak governments are 
ill-prepared. Rioting by French settlers in that land, 
coming after long months of fierce guerrilla fighting, 
points to the desperate need for a strong hand. Mob 
ru fostered by Frenchmen, can only encourage 
native guerrillas, behind whom lurks the Kremlin, 
which has set out to win the 
Dark Continent, from Cairo 
to (“apetown. 

solution to the Algerian 
situation would not be easy 
for France under the best of 
circumstances. Whereas the 
troubles in Tunisia and 
Morocco are being solved by 
acceptance of nationalistic 
programs, Algeria is not a 
nation and, in fact, never | 
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We recommend to the attention of our 
readers the analytical discussion of busi- 
contained in 
for 
regular feature represents a valuable | 
market analysis of importance to in- 
vestors as well as to business men. To 
| keep informed of the forces that may 
| shape tomorrow’s markets, don’t miss it! 


WALL STREET 


Over 49 Years of Service + 1956 


Industry 


Business 


of Events 


was a nation. The French conquered the land in the 
last century, when it was a conglomerate of warlike 
tribesmen. There is no ethnic unity, no Algerian 
race and no Algerian nationalists even today who can 
speak for the inhabitants—& million Moslems who 
share the land with a million Europeans. France 
can’t abandon these people, nor is that her intent. Yet 
the original intent, to make Algeria part of metro- 
politan France (its present status), was never 
honestly implemented and today it stands revealed 
as a fraud. 

For Americans, in and out of ovr Government, 
who are afflicted with “pactitis,” there is a lesson in 
the long-term stress placed on our so-called foreign 
alliances. It is somewhat less than realistic to think 
of such allies as France in terms of the empire of 
the nineteenth century or even of pre-World War I. 
\ nation that is unable to effect smooth government 
at home and too weak to cope with mob rule in its 
fading empire provides something less than a bul- 
wark for the defenses of the Free World. 

A GOLDEN YEAR Dividend disbursements thus 
far this vear are ahead of the like 1955 period, which 
is obviously good news for stockholders. If the pay- 


top last vear’s 


ments for the current year should 
showing it would be nothing 
we short ft amazing. For the 


ompanies listed on the New 
York Stock Exchange last 
paid common stock- 
holders a record 357,488,028,- 


our cotuimn year 


Business?” This 
780. It was the first vear in 
which cash common divi- 
dend pavments ever reached 


or topped the $7. billion 
figure. It also marked an in- 
crease of 15.7 (more than 
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a billion dollars) from 1954. Also, it was the ninth 
year in succession that a new high was attained and 
the thirteenth straight year in which aggregate cash 
dividends on listed common stocks topped the total 
for the preceding 12 months. Even more interesting 
is the fact that only two of the 27 industrial classi- 
fications made smaller payments in 1955 than in the 
preceding year. It reflects the broad-based prosperity 
of this country in the year that has just drawn to a 
close and provides the final corroborative bit of testi- 
mony, if any was needed, that 1955 was a golden 
year. 

Forward-looking investors, however interesting 
they may find these statistics, nevertheless are 
thinking in terms of the year that is now approach- 
ing the end of its first quarter. The swings in the 
economy that are almost certain to take place and 
all the other imponderables make 1956 a new year 
in more ways than one. While dividends—particu- 
larly yearend extras paid last year—by some com- 
panies may be smaller or passed over altogether at 
the 1956 yearend, other companies can be expected 
to take their place in this regard, while more 
generous regular cash payments, should pull aggre- 
gate distributions to stockholders to another new 
high. 


NEW HIGH IN JANUARY EMPLOYMENT When 
this country was engaged in destroying its enemies 
in two major theatres of action, war’s exigencies 
pulled hundreds of thousands of the civilian popula- 
tion into plants turning out ships, planes and other 
equipment and supplies for our armed forces and 
allies. At the peak of war production in 1943, our 
civilian employment rolls listed for that year an 
average of just under 54.5 million workers. That 
was the time of a great emergency and predictions 
were being made that with peace would come great 
unemployment. Some credence was given to this 
view when, following the end of fighting in the 
Pacific, civilian employment fell to about 51 million 
in January, 1946. Memories of the depressed °30s 
were still fresh in many minds and there were those 
who scoffed at talk, going the rounds at that time, 
of “50 million jobs.” It wasn’t long, however, before 
employment began to reach this goal. By mid-1946, 
a new peak of better than 57 million had been 
reached, followed by further gains, allowing for 
seasonal influences, that carried employment to 
more than 61.5 million in mid-1948. Except for 1949 
and 1954, in which there were some lulls in indus- 
trial activity, the uptrend in employment has been 
maintained, reaching an all-time high above 65 
million in August of 1955. Seasonal factors and cut- 
backs in transportation equipment from last De- 
cember to January of this year, brought employ- 
ment rolls for the latter month down to 62.9 million, 
a record January high which was 2.7 million above 
the January, 1955 total. 


SEEN IN PERSPECTIVE ... From time to time we are 
exposed to statistics developed in Moscow, covering 
farm output, steel production and coal-mining. 
Among others, many gullible readers (and editors, 
too) accept these data as though they were 
the precise compilation associated with our own 





trade clearing houses. There follows a great dea’ of 
frenzied breast-beating that concludes the Soviet is 
well on the way to catching up with our key proc uc. 
tion industries. 

Anyone at all familiar with the Soviet Union 
must know that the 200 million people of that | ind 
lag far behind the United States (and Western 
Europe as well) in food, clothing and shelter. |f a 
way of life is to be the final determinant in the 
struggle between Communism and Free Enterpy? se, 
then we have nothing to fear. 


Of course, if the ultimate test is to come with he 
dread weapons of the Nucleonic Age, then we ire 
confronted with no mean antagonist. The better | fe, 


exemplified by gracious living common to Am ri- 
cans, plays no part in the calculations of the So» iet 
hierarchy in its bid for global paramountcy. So 
leaders have sacrificed millions of lives to make a 
revolution and are prepared to slaughter yet mre 
millions to achieve world dominance. 

For us, the lesson is clear. We have nothing 
fear from any comparison, now or in the foreseea le 
future, with the Collectivist way of life. But ve 
must never lose sight of the fact that Soviet prod ic- 
tion, with its overwhelming emphasis on the whe ’e- 
withal to deliver death and destruction, is a criti:al 
challenge. To ignore that kind of threat is to in\ ‘te 
disaster. We must, at all times, be in a position 
deal from strength with a foe who has only con- 
tempt for decency, integrity, reason and freed¢ m. 
Meanwhile, we must not lose sight of the fact ti at 
Soviet production statistics are designed to pro)ia- 
gandize, not inform. 


to 


PRESIDENTIAL SUCCESSION ... This nation has 10 
law advising the country how to deal with the dut es 
of the office of the President of the United States in 
the event of “inability’”’ of the incumbent to serve, 
as the term is used in the Constitution. It seems 
utterly fantastic that we should have come this far 
in our national history without making clear provi- 
sion to meet such an eventuality. The shocking 
illness of President Eisenhower last autumn has 
focused attention on the need for legislation to keep 
Administration machinery in motion in the midst of 
a personal crisis. 

The Judiciary Committee of the House has been 
making a study of what to do in the event of the 
disability of the Chief Executive and has issued a 
document of considerable length stating when the 
Vice-President shall take over in the event of 
“resignation” or “inability” and whether he shall 
give the office back to the elected President upon the 
recovery of the latter. 

There is dire need of covering legislation, drawn 
up without political heat or selfish maneuvering. 
Too much is at stake for patchwork legislation or 
anything hastily contrived. There is equally great 
need for all of us to consider, in the light of recent 
events, the horse-trading that too often enters into 
the choosing of a Vice-Presidential nominee. The 
Vice-Presidential choice of our political-convention 
system should bring to that office (and its powerful 
potential) a great deal more than geographical bal- 
ance of a party ticket or gratification of the wishes 
of small cliques. 
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As J See Jt! 


By CHARLES BENEDICT 


TODAY—AND 1929 


y ™ a great many years 1929 has been used 
as a 0ugaboo with which to frighten businessmen 
and ivestors whenever business or the stock market 
reac ed a peak. 

A: ually there is no basis for comparison what- 
ever for those were highly speculative days in which 
we \ -re dealing with young companies, inadequately 
fina: ‘ed, facing a severe depression following the 
war- -and in which they had footed the bills for 
buil ng the plants that produced the war materiel— 
leav ig the companies burdened with over-produc- 
tive apacity for which they had not yet developed 
mar. ets. 

Bit then we were young industrially. And busi- 
ness 1en learned—for government financed the war 
macvine in World War II and industry emerged 
stro.g and powerful. 

l) this day of multi-billion dollar companies, with 
one -ompany, General Motors, netting over 1 billion 
dollars, and a rapidly increasing group of companies 
grossing over a billion—with financial backlogs— 
working capital—earnings—at a very high level, 
there is no comparison whatever with the position of 
industry in 1929. 

Today you can secure a sound diversification too, 
by buying the shares of a single company, so that 
you are not putting all your eggs into one basket, as 
was true in the 20’s. Not only is there diversity with- 
in companies, but, even more important, the overall 
economy itself is so diverse that it makes for a higher 
level of buoyancy. 

And what is more, the across-the-country expan- 
sion that has been taking place since 1950-51 has 
developed new areas—built garden homes in the 
deserts—revitalized laggard sections of the country 
like the New England states—opened up the South 
and Southwestern states—and brought boom to the 
North and Western parts of the country through the 
demand for new types of metals and oils, to cite but 
two important resources. 
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Contrast this with 1929, when the country was 
without the experience and the “know how’”’ that 
enabled industrial leaders to plan the powerful in- 


dustries of today, many of which were in their 
infancy or non-existent in 1929. 
But we have moved ahead so fast these past 


several years, and at such accelerated speed last 
year, that we now have to stop, look and listen, to 
see where we are going- —to correct excesses. 

During the next few months our economy will 
move further into the second phase of this great 
transcontinental expansion. We will be better able to 
chart our course when consolidation and adjustment 
clarify production schedules and sales potentials. 
And a more realistic basis for earnings will emerge, 
when our experience shows to what extent higher 
costs can be counter-balanced by automation and the 
other ways and means devised to strike a balance. 

Under these circumstances, we know there cannot 
be another 29, but that does not mean we can avoid 
business recessions or market set-backs. Moreover, 
we are living in a new and revolutionary age, in 
which we must feel our way—and at a time too when 
we are locked in a crucial struggle with a newly 
arisen power that challenges our very existence... 
a dual situation that calls for the deepest kind of 
intensive thinking, and the greatest psychological 
sound common-sense application. 

Yet the set-backs we have experienced in this 
battle with our enemy have been mainly won by 
political chicanery and tampering with the minds 
of men, at which they seem to be especially adept. 
Now, however, they are tackling us in the field of 
economics, in which we are their master—the field 
in which we can win! For, in the final analysis, as we 
have said many times in this publication, economics 
on balance represents the plus and minus of experi- 
ence in action—and our leaders are on their toes to- 
day. We must and will win! —END 
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Sound Approach to Today’s Market 


President Eisenhower’s awaited decision—to 


run—or not to run—is a contributing factor 


to market uncertainty—not a basic factor. In the light of business uncertainty, conservative. 
highly selective investment policy is in order, as we have been advocating for some time. How- 


ever, undue fear is not warranted at this stage. 


By A. T. 


° through a portion of the past fort- 
night, the daily stock averages staged a sizable rally 
from the January 23 lows, largely under leadership 
of oils and with utility performance the best in some 
trme. However, trading volume was unimpressively 
low, with most investors and traders “sitting it out”’ 
or, in any event, unwilling to reach for stocks. Re- 
newed easing began in the forepart of last week as 
oils and some previously favored natural gas issues 
were subjected to profit-taking following the news— 
favorable for them—of Senate enactment of the 
Natural Gas Bill, leaving only Presidential approval 
necessary to free independent gas producers from 
direct price control by the Federal Power Commis- 
sion. 


We see no major market crack in the making. 
MILLER 


Pressure on the market became heavier and m: re 
general, following a Presidential press confere) ce 
which was taken by a majority of observers as in li- 
cating growing probability that Eisenhower v il! 
announce around March 1 that he will not be a can |i- 
date. However, many still believe that he will rn. 
A possible indication to that effect could be re id 
into his press-conference remarks that, in any eve tt, 
he would do no barnstorming. With nothing posit ve 
to go on, doubt and uncertainty will continue un*il 
the President ends it. 


The Present Market Position 
The averages remained, at the end of last we: k, 


in the trading range maintained for te 
last several months, with nothing in tre 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF WAR 


CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS 
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current performance to give the bill 
side much comfort. They are only moed- 
erately above the January lows, vio a- 
tion of which would leave the market 
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tous decision, an awaited event of much 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 


industry’s wage-rate problems, the con- 
sensus is that it probably will grant 
reasonably adequate relief. If so, it will 




















420 vy rt rr try y on remain to be seen whether the carriers 
— M.W.S. 100 LOW PRICED STOCKS — 20 can respond much to good news in a 
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tail. y psychological prep- 
araiion has been exten- 
sive. That is evident more 
in the adjustment of stock 
yields, as compared with 
what they were last September just prior to news 
of the President’s heart attack, than in the price 
level. Since that time, while stock prices have lost 
ground on balance, dividends have risen fairly 
sharply. Fourth-quarter dividends on some two- 
thirds of the 30 Dow industrials exceeded those of 
the third quarter. Based on payments for 12 months 
through last September, the industrial average was 
on a yield basis of 3.91% at its September 23 high 
of 487.45. On payments for 1955, it was on a basis 
of 4.41% at its December 30 all-time high of 488.40; 
and at this writing the yield is 4.57%. Ignoring the 
yearend extras, but allowing for a number of in- 
creases in regular quartely rates in recent months, 
the 4.57% figure understates present yield on a cur- 
rent-payment-rate basis. 

Yield factors and price-earnings ratios, although 
they are far from a bargain-counter basis, are also 
fairly far from extremes reached at past bull-market 
tops. This argues against anything like a major 
market crack; and even against a long sustained 
bear market—but not against possibility of more 
correction than has occurred up to this time—as 
long as there are no signs of significant over-all re- 
cession in business activity. However, the business 
pattern this year is the $64 question and will bear 
watching. The consensus is: Little change from last 
year, with first-half activity close to the present 
level, some dip in the second half. 

However, we are not in agreement with this view- 
nt. Rather, we think the pattern might be mild 
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easing in this half, reflecting results of shrinkage in 
automotive and housing activity, a rise in the third 
quarter and renewed strength in the fourth, based 
on new-model automobiles, a reversal of the housing 
trend due to the easier mortgage terms already 
effected, increased Federal spending and efforts by 
the Administration—possibly also by the monetary 
authorities—on doing everything feasible to foster 
good business by election time. 

With present earnings and dividends fairly static 
at best, there is not a great deal to go for on the 
upside. But with yields and price-earnings ratios not 
extreme, downside potentials will also be fairly 
limited, unless future developments confound present 
thinking and point to a substantia] general business 
recession. If this thinking is correct, you should 
guard against over-pessimism in market sell-offs and 
against over-optimism on upswings, while continuing 
to put principal emphasis on selectivity in buying or 





selling. ; 
For reference, yield of 4.57% on the industrial 
average compares with 3.31°:, 3.71% and 3.23%, 


respectively, at the 1929, 1937 and 1946 market tops: 
and current price-earnings ratio (based on 1955 
profits) of 13.1 compares with 19.1, 16.9 and 15.6, 
respectively, at the three past tops cited. Measured 
by the same criteria, rails and utilities are less ad- 
vanced than industrials. Our general policy on port- 
folio management, as heretofore outlined, is ade- 
quately conservative. You should continue to adhere 
to it. ay, February 13. 
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SY, the Second Book of Kings, it is recorded 
that Naaman, the Syrian warlord, after being cured 
by Elijah, disowned him and went back to the wor- 
ship of idols. Human nature hasn’t changed much 
these 5,000 years. 

It seems the efforts of the United States to cure 
the ills of hunger, poverty and disease of the millions 
of people around the world—to strengthen their 
country’s position—has met with the same lack of 
understanding and goodwill. Not only have we not 
been appreciated, but many countries greatly bene- 
fiting from American aid have questioned our 
sincerity and openly flouted and abused us—and in 
many instances their leaders have turned their 
people against us. Only a relative few in the various 
countries are dimly aware that in their dire need 
the United States was a very good friend indeed, 
and that our people were glad to go to their aid when 
they needed assistance the most. 

Today, this lack of goodwill has caused the Amer- 
ican taxpayer to feel a deep sense of wrath and 
frustration at being forced to pay our hard-earned 
dollars to foreign lands that have run the gamut of 
contempt for us, ranging from “Uncle Shylock” to 
“Yankee—go home.” 

Americans have been profligate in their aid to 
peoples abroad in two wars and the periods that 
followed. Many of these foreign lands were able to 
obtain countless billions of dollars from us during 
the postwar decade by crying “Wolf!” like the boy 
in the ancient fable. In the modern-day fable, of 
course, it has been a Russian wolf—and the louder 
the screams and the closer the proximity to the wolf, 
the bigger the bonanza for foreign governments 
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=A TAXPAYER 


Views Foreign Spending 


By JOHN OLIVER 


eager for American dollars. 


If Americans ever enjoyed the role of an °x-} 


travagantly rich cousin turning his purse inside out 
with every alien plea, that day is no more. Our ‘ax 
burden is heavy enough. And yet after eight years, 
in which we spent $50 billion launching the Marshall 
Plan, foreign aid is still going strong. Down-to- 
earth Americans may properly ask “How long, Oh 
Lord?” and “To what avail?” 


Baksheesh From the Potomac 


Baksheesh is an old Arab term for gratuities 
exacted, quite often from an unwilling victim. The 
term is well understood in Egypt, where the United 
States has spent some $60 million since 1951 for 
economic and technical aid. American taxpayers 
have shelled out to build highways, railroads, water- 
ways, drinking-water systems and to reduce the in- 
cidence of such dread afflictions as bilharzia and the 
“dirty hands” diseases. We sided with Egypt in her 
skirmishes with the British over control of the Suez 
Canal and refrained from dumping our cotton sur- 
pluses because this country did not want to upset 
the cotton economy of Egypt. 

Egypt meanwhile, seeking great power, has dis- 
regarded us and made a deal with the Soviet puppet 
regime in Czechoslovakia for arms, expanded ts 
trade with the Communist nations and employed 
Moscow’s offer to help finance the Aswan High Dam 
as a lever to pry more baksheesh out of this country. 
In addition, the Cairo government has agitated 
against the Baghdad Pact, which links Britain with 
Turkey, Iraq, Iran and Pakistan in a design to seal 
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off the Soviets from the oil-rich and strategically im- 
portant Middle East—denouncing the pact as an im- 
perislist plot of the Western powers. As leader of 
the {rab League, Egypt has been instrumental in a 
campaign of blacklisting American companies hav- 
ing oranches in Israel or carrying on any business 
with that country. The American Express Co. in 
Sauci Arabia has been ordered closed because the 
com»any maintains a large office in Israel. Aware of 
the »roadening base of the Arabs’ restrictive policy, 
our Department of Commerce has urged business 
men to report their difficulties at once. Meanwhile, 
the Arabs are withholding consular approval of 
doci ments essential to a shipment. 

T is, then, is the country that wants the United 
Stat s to underwrite the Aswan High Dam to the 
tun of more than a billion dollars, a power and 
soil- rrigation undertaking on which the future of 
Egy ot hinges. And what is more, the Egyptians are 
dict ting the terms, hinting none too subtly that 
unle s we are prepared to meet their demands, they 
wil] turn to the Kremlin. 


Nehru, Menon & Co. 


A. outstanding beneficiary of American largesse 
is !adia, base of operations for Prime Minister 
Nel ru, unworthy successor to Mohandas Gandhi, 
and the insidious Krishna Menon. In their domain, 
the purple carpet and garlands of flowers are stan- 
dar.| treatment for the Soviet visitors, Nikita 
Kri schev, boss of the Communist party, and Nikolai 
Bul -anin, the Soviet Premier. The team of Kruschev 
and Bulganin stood before thousands of Indians who 
ow: their sustenance to the United States and were 
per:nitted to make virulent and false statements 
about us. 

1d yet the more pro-Soviet India becomes, it 
would seem, the faster the flow of grants and credits 
in ‘axpayers’ money. In the 1953 fiscal year, India 
received $28 million, by 1954 it had increased to 
$30 million, and for 1955 it soared to $64 million. 
India’s Mr. Nehru, of course, has done almost noth- 
ing to acquaint his people with the tremendous help 
they have received from America. Our money has 
been put to work, nevertheless, to improve methods 
of farming, medical help and education. All told, 
India has received $267 million in grants and loans. 
This is in addition to large special relief allocations 
and the work of private foundations. 


A Billion for Communism 


Vhatever the manufactured talking-point may be 
in the argument that aid to countries such as Egypt 
and India is designed to keep them from falling 
completely under the sway of Communism, such a 
contention is insupportable in the case of Yugo- 
slavia, an avowed Communist dictatorship. Yet that 
mountainous land by the Adriatic has received more 
than a billion dollars of the American taxpayer's 
money. Marshall Tito, who claims to be an even 
better Marxist than the members of the Russian 
Politburo hierarchy, probably is the only man in the 
world who asks (and gets) economic and military 
ail from the United States without suggesting that 
it would help crush Communism. Tito even has 
d:opped the old argument, useful since 1948 (when 
Marshal Stalin booted him out of the Cominform), 
that assistance was needed to forestall aggression 
1956 
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from Russia and her puppets. 

Tito’s line now is that Soviet aggression is un- 
likely, a conclusion he reached shortly after the 
traveling team of Kruschev and Bulganin made 
obeisance last year in Belgrade. But it will be noticed 
that his hackles rise when jet planes and the other 
accoutrements of warfare do not arrive from the 
United States in a satisfactory flood. And Titoland 
has done extremely well, getting about $500 million 
in economic aid and about the same sum in military 
assistance since 1950. In addition, that country came 
up with $439 million from the now defunct United 
Nations Relief and Rehabilitation Administration, 
largely American funds. 

Tito has been working the other side of the street, 
too. He has received some economic assistance from 
the Soviets in the form of cancellation of an old 
debt and a modest loan at low interest rates. How 
much longer here too? 


$200 For Every Greek 


In little more than a decade, this country has 
poured nearly $1.8 billion into Greece, southern 
anchor of our military alliances. That works out to 
better than $200 for every man, woman and child 
in the little country. And this does not include 
hundreds of millions of dollars in United States 
military grants. Probably no European country can 
come close to Greece, on a per capita basis, for 
wheedling money out of Washington. 

This spending program has borne fruit—for 
Greece. The country now is producing 40% more 
farm crops than before World War II. Industrial 
output is up on the order of 867. Electric power 
output has more than doubled and rice production 
has soared nearly 700%. 

If our pump-priming program in Greece has 
borne any fruit for us, it has been bitter, indeed. 
In the political campaigning leading up to the na- 
tional elections on February 19, the air has been 
filled with cries of “Out with the Americans” and 
“Down with Dulles.” Some of the anti-American 
slogans, not all of which stem from pro-Communist 
sources, are downright bloodthirsty. Many Greeks 
are irritated at the presence in their country of 
American officials, civilian and military. No doubt, 
they would prefer that the American taxpayers send 
the money by shipload. (Please turn to page 655) 








American Spending Abroad 
Non-military 
Military {in billions Total 
(1948 through June 1949) $6.4 $6.4 
1950 (fiscal) $1.3 $3.9 $5.2 
1951 (fiscal) $5.2 $2.2 $7.4* 
1952 (fiscal) $5.3 $2 $7.3 
1953 (fiscal) $4. $2. $6 
1954 (fiscal) $2.8 $1.9 $4.7 
1955 (fiscal) $1.3 $1.5 $2.8 
1956 (fiscal) $1. $1.7 $2.7 
| 1957 (fiscal budge? request) $4.9 | 
| *Korean War | 
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INSTALMENT CREDIT 


T) ne year 1955 was a record year for Amer- 
ican economic activity, in almost all respects. But 
conspicuous among the bumper results of the year 
is the astonishing $6 billion net increase in the short- 
term debt of American consumers. At yearend, so- 
called “consumer credit” outstanding amounted to 
$36.2 billion, far and away the highest figure in 
history. 

The tremendous increase in instalment debt, 
which accounts for most consumer short-term debt, 
is one of the great questionmarks about the health 
of the 1955 business advance, and, for that matter, 
the stability of the whole American economy in the 
late 1950’s. For there is little doubt that debt incur- 
rence—borrowing from the future—has played a 
major role in the recovery of the last 15 months, 
and has been a persistent source of business strength 
ever since the end of World War II. The pervasive 
and large-scale influence of debt formation in the 
past decade, culminating in its massive advance of 
1955, has naturally led to a series of questions about 
the current state of consumer finances, and the 
ability of individuals to maintain and further ex- 
pand their debt burden. For even an end of growth 
in the volume of instalment debt outstanding could 
mean a serious change in the markets for the whole 
range of consumer durables industries, which de- 
pend on credit for a major part of their sales. 

In December, 1941, American consumers owed 
$9.2 billion in consumer debt outstanding—a little 
over $6 billion in instalment debt and the remaining 
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By MARK SOMERS 


$3 billion in non-instalment debt (charge accounts, 
service credit, single-payment loans, etc.). The after- 
tax income of consumers in that year was about $93 


billion. Instalment debt thus amounted to about 
6.5% of income, and non-instalment debt about 
3.5°°. Total debt was roughly 10% of income. 


During the war, this percentage fell sharply, prin- 
cipally, of course, because the durable goods for 
which credit is usually extended disappeared from 
the consumer market. By 1945, instalment debt or 
standing had shrunk to little over $2 billion, while 
income had soared to about $150 billion, and the 
payment burden on consumers was negligible. 


- 


The Growth of the Credit Burden 


After reconversion, as durable consumer goods re- 
appeared on the market, consumers were in a mood 
for a wholesale conversion of their own: Out of 
liquidity and into goods. In the early postwar years 
the existence of large hoards of liquid assets, and 
the still small quantities of automobiles and other 
durables available for sales, limited the quantity of 
credit extensions. In 1946, total instalment credit 
extensions amounted to only $8.5 billion, or no more 
than in late prewar years. 

But in ensuing years, as consumer goods became 
increasingly abundant and as the supply of liqud 
assets found its way increasingly into the long-term 
investment plans of middle-income families, the 
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durables markets became in- 


creasingly @ependent upon BILLIONS OF DOLLARS 


Consumer Installment Credit 


as sharply as the debt. 
Nevertheless, consumers in 
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the extension of larger and 


lareer amounts of credit, on 
easier and easier terms. By 

194%, extensions were run- va 
nine at $15.5 billion a year 
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general are now committed 
to the extent of 12% of their 
annual income on instalment 
debt contracts. This is the 
highest percentage on 










(despite the intervention of - 
terulation W during much 
of ‘he year). By 1950, ex- 
tension was at a $21.3 billion 
rat’; in 1952 and 1953, the 35 
rat’ soared to about $30 
bilion,. 

1954, in the face of a 
mo erately severe recession 
in , eneral business, the rate jo 
of _xtension flattened out at 
abo it $30 billion, but with 
the revival of 1955 it climbed 
to °37 billion—about twice 
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record, and it is still rising. 
Who Owes the Debt? 


Those who believe that in- 
stalment debt is a present 
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danger to the American 
economy dwell at consider- 
able length on the unhappy 
statistics of the size of the 
debt, and the large share of 
total income now committed 
to debt repayment. On the 
other hand, those that argue 
the debt is not now danger- 
ous tend to draw their evi- 
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aln ost four times prewar 1953 | 
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Regulation W in Operation 


\roughout this decade of expansion in the rate 
of »orrowing, the rate of repayment lagged con- 
ntly behind, except in relatively brief periods 
n Regulation W was called upon to restrain the 
co) sumer’s exuberant borrowing. In every year of 
th postwar period, consumer debt has risen regard- 
les. of the course of consumer incomes. And in every 
year, except 1951 and 1954, outstanding debt has 
risen faster than income. As a result, the percentage 
re .tionship of debt to income has climbed per- 
sis'ently, from about 4°7 in 1945 to 9% in 1949, to 
in 1952, and to about 13.5 in 1955. This 
figure is far and away the highest on record; it takes 


v2 


< 
= 


— 


us off the scale of historical experience, and leaves 
us guessing as to its implications. Is it dangerous? 
Does it reflect a notably altered character of con- 


ner budgets? Does it foreshadow a consumer 
ter hypersensitive to recession? Does it pose a 
ssive threat to economic stability? 
There is no quick, easy rule of thumb by which 
gauge the danger inherent in the present level 
consumer debt. Its mere quantitative level of $36 
lion tells little or nothing. Outstanding mortgage 
it of individuals now amounts to almost $80 bil- 
n and both of these figures are dwarfed by the 
juid asset holdings of individuals, which now total 
the neighborhood of $700 billion. Obviously, these 
w magnitudes are only a small part of the story. 
more significant measure is the repayment rate 
ainst debt, expressed as a share of personal in- 
come. And here an interesting paradox appears. For 
most of the postwar period, lenders on instalment 
credit contracts have been gradually lengthening the 
terms—from 12 months to 18 months, to 24 months, 
and, recently, to 36 and even 42 months. Because of 
the lengthening of the term of the average contract, 
the repayment rate has not risen as violently as the 
ebt itself: a $50-a-month payment will now support 
greater outstanding obligation than it would have 
1 any earlier year on record, simply because it must 
» continued for a much longer period. 
As a result of this stretching out of the debt 
urden, the repayment impact has not risen quite 
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1954 1 1955" 


dence from facts about the 
character of the debt distri- 
bution. And it is true that these facts are much less 
ominous. 

Currently, about one American family in four 
owes instalment debt of more than $500; about six 
families of every 10 owe some instalment debt. In- 
debtedness is thus widespread, in terms of number 
of families. But the debt is strikingly concentrated 
among the middle-income groups. Only about one 
family in 15 with incomes below $2000 hold $500 of 
debt, whereas that much debt is held by one family 
out of every three with incomes better than $5000. 
Taking the whole range of the income spectrum into 
general consideration, a substantial volume of con- 
sumer debt is held about eight times more frequentl\ 
in upper-income levels than at lower levels, 

This is true even if the debt is expressed as the 
repayment percentage of income. Only one family 
out of five with incomes in the under $2000 bracket 
must pay 10% of income for instalment debt con- 
tracts; in the $5000 income group, one family out of 
three must pay 10%. 

Other cross-classifications of debt burden with 
family characteristics reveal that the debt is held 
predominantly by skilled-worker or professional 
family heads, of predominantly middle age. More- 
over, the typical consumer debtor also owns a sig- 
nificant amount of liquid assets—bank account, sav- 
ings bonds, perhaps corporate securities. This sug- 
gests that in many cases instalment contracts are 
undertaken from convenience, rather than neces- 
sity; the borrower could pay cash, but prefers to 
hold his cash as a resource against emergencies. 


Debt In Firm Hands 


These data go a long way toward explaining why 
a debt level as high as $36 billion (including instal- 
ment and non-instalment debt outstanding) has not 
yet had any serious consequences. In general, the 
debt is held in stable, mature families with relatively 
good incomes, a good credit reputation, and a strong 
desire to keep the goods they buy on time. A large 
proportion of them are the “young marrieds” of the 
postwar years, who have been building up their 
living standards and equipping homes, having chil- 
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Disposable Personal Income and Short-and Intermediate-Term Consumer Credit Outstanding 

Disposable Consumer credit at year end—Billions of dollars Consumer credit as a percentage of disposable personal inco 

Year personal Total Installment credit Nonin- Total Installment paper Nonin 
income Total Automobile Other stallment Tota Automobile Other stallmer 

1929 83.1 6.4 3.2 n.a. n. a. 3.3 7.8 3.8 n.a. n.a. 4.0 
1939 70.4 7.2 4.5 5 3.0 2.7 10.3 6.4 2.1 4.3 3.9 
1941 93.0 9.2 6.1 5 3.6 3.1 9.9 6.5 2.6 3.9 3.3 
1945 150.4 $.7 2.5 5 2.0 3.2 3.8 1.6 3 1.3 2.1 
1948 187.6 14.4 9.0 1 5.9 5.4 7.7 4.8 1.6 3.2 2.9 
1949 188.2 17.1 11.5 8 6.8 5.6 9.1 6.1 2.5 3.6 3.0 
1950 206.1 20.8 14.5 3 8.2 6.3 10.1 7.0 3.1 3.9 3.1 
1951 226.1 21.5 14.8 eS 8.6 6.6 9.5 6.6 2.8 3.8 2.9 
1952 236.7 25.8 18.7 8.1 10.6 7.1 10.9 7.9 3.4 4.5 3.0 
1953 250.4 29.5 22.2 10.3 11.9 7.3 11.8 8.9 4.1 4.8 2.9 
1954 254.8 30.1 22.5 10.4 12.1 7.7 11.8 8.8 4.1 4.7 3.0 
1955 269.4 36.2 27.8 14.3 13.5 8.4 13.4 10.3 5.3 5.0 3.1 
n.a.—Not available. 
- 








dren, moving to the suburbs and steadily elevating 
their incomes. (In fact, there appears to be a strong 
correlation between anticipations of higher income 
and willingness to incur instalment debt.) Because 
the debt is in relatively firm hands, the repossession 
rate in durable goods—notably autos—has run at 
extremely low levels, even in the credit boom of 1955. 
Doubtless, for the same reason, the number of home 
mortgages in arrears has been encouragingly low 
throughout the postwar period. 

But the strong and stable character of the bulk of 
instalment credit debtors should not obscure either 
the size of the debt, its duration in terms of average 
contract, or, above all, the crucial importance of debt 
in many markets vital to the prosperity of the nation. 
Instalment purchasing has become a widely accepted 
consumer practice. It has invaded a large number of 
new markets—travel, vacations, soft goods (as in 
the so-called “revolving credit” plans of department 
stores), even funerals can now be bought on time. 
What was once a dismal and shameful necessity is 
now a common, socially encouraged practice. And in 
the more important durables markets, where instal- 
ment credit was born, its use now accounts for a 
major share of total sales. In recent years, 45% of 
furniture sales have involved credit; about 60‘: of 
television sales and refrigerator sales; about 55° 
of washing-machine sales. In 1954, the latest year 
for which data are now available, 62% of new car 
sales involved credit, and 63°° of used car sales. In 
1955, the $4 billion increase in outstanding debt on 
automobiles amounted to almost 30% of the total of 
all consumer expenditures for new and used cars. 

Borrowing On Hopes 

A small change in the volume of credit business 
in prewar years would not have been an important 
economic trend; today it may have substantial reper- 
cussions. This fact, together with the fact that the 
level of existing debt is at a record level, and together 
with the fact that the terms of contracts are now so 
long, suggest some cautionary conclusions about the 
debt situation. Even granting that the typical 
holders of debt are currently good credit risks, their 
borrowing is tied to an expected rise in income. What 
happens when and if that rise should fail to appear? 
Good risks though they be, they are now encumbered 
for a.substantial part of their earnings for as long 
as 42 months—on average, about twenty months. It 
seems an unavoidable conclusion that a conspicuously 
large share of the American mass market has been 
sensitized to recession through the incurrence of ob- 
ligations which will call for payment regardless of 
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the trend of income. 

And one might go further. In view of the ° re- 
mendous weight of credit-buying in the mass mai «et 
for durables, even a precautionary slowdown in 
credit-buying might itself precipitate recess’ )n, 
which would then be augmented by the credit bur: en 
itself. For example, if credit extension in the av ‘o- 
mobile market in 1956 should fall back only to its 
1953 level, and that was a boom year, the imp! ed 
drop in automobile volume would be approximat ‘1 
1.5 million cars, with a retail value of almost $4 } jil- 
lion! The same calculation would yield a loss of 
another $1 billion in the markets for consumer d 'r- 
ables other than automobiles. These are not } n- 
pressive figures relative to the total national outp tt, 
which is now close to $400 billion, or relative to © he 
$700 billion in liquid assets held by individu: |s. 
Nevertheless, they may be crucial dimensions in ¢ n- 
sumer markets themselves, and in the broad rar ge 
of materials industries that supply these market 

It should also be noted that a drop in buying on 
credit would entail a shift in consumer demand. It 
is in the hard-goods field that buying on time is 
most widely employed and a drop in the use of crevit 
would involve lower sales of durables and greater 
emphasis on soft goods and services. Even assumiig 
that total consumer spending remained the sane, 
nevertheless such a shift in demand could have /e- 
percussions on business in general. Plant and equip- 
ment spending might be adversely affected because 
greater demand for nondurables and services nor- 
mally does not exert as stimulating an effect on 
capital spending as does increased buying of dur- 
ables. 

It would be a brave analyst who would conclude, 
from the available evidence, that consumer debt is 
now “too high,” or “‘not too high.” The overt evi- 
dence of excessive debt, in the form of high reposses- 
sions and arrears, is lacking. But there is no lack of 
evidence that the debt itself is now a major in- 
fluence on American business, and there is consider- 
able agreement that given a recession arising for 
other reasons, the debt burden, with its heavy pay- 
ments and its long maturity, would be a significant'y 
aggravating influence. This is the rationale behind 
the Administration’s request for standby authority 
to reimpose Regulation W. For reasons of the health 
of the whole, it is now incumbent upon the instal- 
ment credit part of the American economy to 
exercise a prudent restraint. Both lender and bor- 
rower are, in a sense, the managers of a vital seg- 
ment of national private debt, and poor management 
will extract a heavy price from all. —EN? 
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Cost-cutting, easy-to-put-in-place aluminum 
has become a prominent part of the 
cene on New York’s Park Avenue, one of the 
smartest thoroughfares in the world. An 
installation crew of 61 men worked a mere 
nine and a half hours to enclose the 
steel skeleton of the 22-story building with 
aluminum panels. The job normally would 
have taken from six to eight weeks, it is esti- 
mated, had conventional building ma- 
terials and methods been used. 


ALUMINUM 


Growing Importance of a Modern Metal 


By GEORGE 


i kitchen drudge, aluminum, within re- 
years, has developed into a glamour metal, 
ieving stardom as one of the world’s most versa- 
, economical and widely-used metals. 


purity, which guards against the development of 
tastes in foods and its excellent qualities as a 
ductor of heat, one of the most common uses 





the metal was—and still is—for pots and pans 
cooking. From this comparatively lowly begin- 
g, the metal has been called upon to play an in- 
asingly important role in industry, agriculture, 
hitecture, and in the home, taking on, for myriad 
‘poses, raiment in almost any color or blends of 
ors of the rainbow designed for outside use or 
interior application. 

Aluminum’s history, for all practical purposes, 
gan late in November, 1888, when young Charles 
irtin Hall, who two years earlier at the age of 
had discovered the low-cost electrolytic process 
‘making aluminum, poured the first commercial 
1956 
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ingot of aluminum at a cost of about $8 a pound. 
Before long, Hall’s company, the Pittsburgh Reduc- 
tion Co., which in 1907 became the Aluminum Com- 
pany of America, was turning out 50 pounds of 
metal a day—on those days when the small plant 
was in operation. 

This pioneer facility had many technical diffi- 
culties to overcome before production could be in- 
creased but, at that, despite the lower price of the 
metal, inventories of crude aluminum ingots were 
getting out of hand. Although aluminum was being 
offered by the company at prices considerably under 
those prevailing before the Hal] discovery, custom- 
ers were few and far between. Those who made 
purchases took only a few pounds at a time, it being 
evident that manufacturers, accustomed to work- 
ing with older metals, were loath to try a new one. 
Pointing up this fact were the disappointments ex- 
perienced by Arthur V. Davis, brought into the 
company at the start, soon after he began to con- 
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centrate on the development of markets. 
Aluminum’s Early Struggles 


In one instance, Davis tried for months to induce 
one manufacturer to make aluminum cooking uten- 
sils but failed to generate anything but skepticism. 
He borrowed one of the manufacturer’s own molds 
and demonstrated to him how simple was the process 
of casting aluminum teakettles. Although the sales 
prospect expressed delight with the finished product, 
he rejected the idea of buying aluminum ingot but 
ordered 2,000 kettles from the Pittsburgh Reduction 
Co. Within a year, or two, it added a new and larger 
plant on the Allegheny River, 19 miles from Pitts- 
burgh, installed a foundry for cast products and 
soon was turning out teakettles in quantity. At about 
the same time, manufacturers were developing an 
interest in buying aluminum sheet. 

Attempts to get brass mill operators to roll this 
product proved futile and the young comnany de- 
cided to install its own rolling equipment. This was 
soon followed by the erection of a wire and cable 
mill to fabricate aluminum wire for the electric 
utility interests. 

Up to this point, a history of the aluminum in- 
dustry is at the same time a chronicle of the Pitts- 
burgh Reduction Co., that several years later (in 
1907 to be exact) became Alcoa (Aluminum Co. of 
America) as it is popularly known today. However, 
if the story so far revolves around this organization 
it is only because in the beginning, and for years 
after, only a few men had the courage to back their 
convictions regarding the commercial potentials of 
the metal. There was a time, after the company was 
well underway, when money was badly needed to 
expand the company’s aluminum production opera- 
tions. It wasn’t easy to get the necessary financing. 
Aluminum had not yet proved to be a nrofitable 
business. Nevertheless, a small additional band of 
investors, apparently having some glimpse of the 
industry’s future, bought shares in the company. 

Included in this little group were Richard B. and 
Andrew W. Mellon, of the Pittsburgh banking firm, 
the latter being the same Andrew Mellon who was 
to do such a fine job for so many years after World 
War I as Secretary of the United States Treasury. 
This foresight on the part of such men as the 
Mellons enabled the infant aluminum industry to 
pull through the early years when the going was 
really tough. 

Just how tough the early years were is indicated 
by the dearth of new entries into the aluminum 
manufacturing field, although there had heen an 
increase in the number of aluminum fabricators. 
The reluctance of any of this latter group or others 
to go into the business is perhaps explained in the 
statement made by an official of Bohn Aluminum 
& Brass Co., who testified in the famous anti-trust 
suit against Alcoa that directors of his company 
decided against the venture because the possibility 
of gain did not seem to justify the risk. Similar 
attitudes were taken by others for one reason or 
another as late as 1934. In contrast, the Ford Motor 
Co., a large user of aluminum, was weighing the 
feasibility of production of aluminum shortly after 
the end of World War I. To meet the wartime need 
for nitrate, the Government built a dam at Muscle 
Shoals and erected a nitrate plant. With the end of 
the conflict, a second dam remained to be completed 
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while Dam No. 3 had progressed only to the blue- 
print stage, but Congress refused to vote the neces. 
sary additional appropriations. The Government had 
already spent close to $130 million, and engineers 
estimated it would take $40 million more to com. 
plete the work, including unfinished locks ind 
powerhouses. 


Henry Ford’s Interest in the Metal 


Upon invitation from U. S. Army Engineers, 
Henry Ford, in July of 1921, submitted an o fer 
which he amended in January of the following y: ar, 
agreeing to build with his own organization D: ms 
No. 2 and 3 and other facilities, without fee or pr fit 
at Government expense, and then pay as ann.al 
rental 4° of whatever the cost might be. The oi’er 
also embodied provisions for annual payments to 
a sinking fund for amortization purposes. Althoi gh 
Mr. Ford did not detail his industrial plans, he 
stated he would cooperate in flood control and fer il- 
izer manufacture. Also, he would furnish free pov er 
to operate the locks, manufacture fertilizer at «ne 
nitrate plant and keep the second plant in readin.ss 
to meet emergency needs. Proponents of Gove ‘n- 
ment ownership of Muscle Shoals succeeded in blo«k- 
ing acceptance of Ford’s offer for almost three yeas, 
by which time he withdrew his proposal, althoug! it 
was still pending in Congress. That Mr. Ford ec n- 
tinued, however, to be interested in assuring is 
company of an adequate aluminum supply is boi ne 
out by his reported offer to back one, George D. 
Haskell, who had been trying to interest people in 
aluminum-making for $20 million if the Ford co- 
pany would be assured of a source of aluminum 
sufficient to its needs. 

In any event, Henry Ford, by his concern over an 
aluminum supply, was again showing his acumen, 
foreseeing the need for constantly greater tonnayes 
of the metal for the building of automobiles, buses, 
trucks and trailers. It may have been, too, that he 
envisaged a shortage in the supply as use of alum- 
inum by other industries increased. 

There were definite signs of this trend in the 
vears immediately preceding the war that started 
in 1914. Alcoa was then the only producer and had 
been stepning up its mill facilities to supply mill 
products in such basic forms as sheet, plate, tube, 
wire, bar and extruded shapes. As these facilities 
were increased and new markets for aluminum ¢e- 
veloped, the company found it necessary to integrate 
its operations, from the mining of bauxite ore to 
fabrication. World War I gave tremendous impetiis 
to aluminum demand. From 109 million pounds out- 
put in 1915, Alcoa, by 1917, boosted production to 
152 million pounds. In 1918 the Allies put about 200 
million pounds of aluminum into aircraft alone, «l- 
though it was not until late in the war that the first 
all-metal airplane took to the air. 


New Names in the Industry 


In the 20 years that followed, the industry moved 
steadily forward in plant growth and metallurgical 
research. As the decade that began with 1930 drew 
to a close, there were more than 2,000 uses for alum- 
inum products and production of the metal had 
climbed to 327 million pounds, while the price per 
pound had been brought down to approximately 18.5 
cents a pound. These gains were but a prelude to 
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those scored by aluminum during World War I] 
and in the years following to the present time. 

The aircraft builders created an insatiable 
demand for the metal. From 6,000 planes in 
1939, American military plane production rose 
to a peak of about 86,000 in 1943. To meet these 


nd requ rements and to provide aluminum for 
© countless other military equipment and com- 
} ponents, United States production of primary 
+ alum num in the latter year soared to 920,179 
secre S short tons. No other major metal industry ex- 
“ Fer } panded so rapidly, its capacity being upped by 
weal 600 compared with the steel industry's in- 
fauna crea’? of 10%, and copper’s 50°. 
profit Tc get more aluminum to meet the rapidly 
- ral mult plying Increases in military needs, Alcoa, 
offer und defense Plant Corp. contracts, built more 
ts t than $450 million worth of aluminum plants 
" sh for i.e Government, without fee or profit, dur- 
ing 1.e war and, in addition, launched its own 
“4 iL expe sion program, involving capital expendi- 
swear ture of more than $300 million of its own 
fun’ . Reynolds Metals Co., long a manufac- 
™ a ture of aluminum foil, broadened its opera- 
eyo tion. becoming a producer of alumina and 
eg alut num with a plant at Listerhill, Ala., but 
Rese it w s not until mid-1946 that Kaiser Alumi- 
yt it nun & Chemical Corp., entered the aluminum 
con } field At that time it acquired, by lease, Gov- 
ra ern! nt-owned plants including an alumina 
ore unit at Baton Rouge, a smelter at Mead, Wash., 
e 2. and a mill for flat rolled products at Trent- 
i Wor 10 miles from Mead. 
aes B th Reynolds and Kaiser have steadily ex- 
mare pan ed by _ increasing _production capacity 
, thro igh additional facilities, diversifying basic 
» on mil! products and, like Alcoa, have become in- 
nen. teg) ted companies with the acquisition, in the 
a. case of Reynolds, of bauxite reserves in Jamaica 
nas and Haiti and, in the case of Kaiser, the acqui- 
. he sition of Jamaica bauxite reserves to supple- 
ey ment its long-term contract with Alcoa. The 
latter, along with Kaiser and Reynolds, now 
the constitute the “big three” of the domestic 
tad alu:ninum industry, having a combined primary 
had aluninum ingot capacity at the end of 1955 of 
mill approximately 3.098 billion pounds. Of this 
re total, Alcoa accounted for 1.413 billion pounds 
ited capacity ; Kaiser Aluminum & Chemical, 856.4 
re million pounds, and Reynolds Metals, 829 mil- 
“ve lio: pounds. On the basis of 1955 yearend ingot 
" ‘ capacity Aluminum Company of Canada, 
ee Aluminium Limited’s wholly-owned subsidiary, 
“ ranks as the second largest of the North Amer- 
- ica) aluminum producers, with ingot capacity 
00 rated at 1.3 billion pounds. 
y |. efore the end of this year, ingot productive 
rst capacity of all these companies will be further 
increased with Aluminum Co. of Canada, 
Kaiser Aluminum & Chemical, and Reynolds 
Metals having the most ambitious expansion 
programs. Details are set forth in the accom- 
red panying compilation of primary aluminum in- 
eal go! capacity in the U. S. and Canada at 1955 
ew yearend and that being planned or built. In- 
m- cluded in the table are some new names. One 
ad of these is Anaconda Co.’s 95%-owned subsidi- 
er ary, the Anaconda Aluminum Co., which got 
3 5 its $65 million primary aluminum plant in op- 
to erition last August. This plant, processing 
FEBRUARY 18, 1956 
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End Being Built 
Company and Plant Site of 1955 or Planned Total 
Aluminum Co. of America: 
er 157,100 cee 057,160 
ee 47,150 ae 47.150 
a 112,250 »sae eer 
Pt. Comfort, Texas ..... 95,000 25,000 120,000 
Rockdale, Texas ....... 100,000 50,000 150,000 
Vancouver, Wash. ..... 95,000 2,500 97,500 
Wenatchee, Wash. .... 100.000 8.500 108.500 
I a Satara d aia aha 706,500 86,000 792,500 
Reynolds Metals Company: 
Arkadelphia, Ark. ...... 55,000 2 fae k 55,000 
Jones Mills, Ark. ....... 97,000 6,000 103,000 
Listerhill, Ala. ......... 50,000 120,000 170,000 
Longview, Wash. ...... 50,000 4,000 54,000 
San Patricio, Texas ..... 80,000 11,500 91,500 
Troutdale, Ore. ........ 82,500 4,000 86.500 
Ne oe as ed 414,500 145,500 560,000 
Kaiser Aluminum & 
Chemical Corporation: 
Chalmette, La. ........ 220,000 .... 220,000 
Mead, Wash. ......... 175,000 1,000 176,000 
Ravenswood, W. Va. ... .... 220,000 220,000 
Tacoma, Wash. ........ 33,200 5,300 38,500 
a 428,200 226,300 654,500 
Anaconda Aluminum Co:: 
Columbia Falls, Mont. .. 60,000 ssa% 60,000 
Harvey Machine Company: 
The Dalles, Ore. ....... pres 54,000 54,000 
Olin Mathieson Chemical Corp. 
GD WOOD < vcccccces ile 60,000 60,000 
0 ee 1,609,200 571,800 2,181,000 
Aluminium Co. of Canada: 
Arvida, Que. .......... 362,000 oss S623008 
Beauvharnois, Que. ..... 37,000 a otafa 37,000 
Isle Maligne, Que. ..... 93,000 22,000 115,000 
ee 90,000 240,000 330,000 
Shawinigan Falls, Que... 68,000 ON? 68,000 
EE goats eel as 650,000 262,000 912,000 
British Aluminium Ltd.: 
Baie Comeau, Que. ..... — 40,000 40,000 
Canada Totals ...... 650,000 302,000 952,000 
Total United States 
and Canada .... 2,259,200 873,800 3,133,000 


The AMERICAN METAL MARKET table above is based on 
information supplied by the individual companies. Alcoa fig- 
ures represent equipment in place or to be installed regardless 
of availability of electric power, all to be completed during 
1956. Except for the LISTERHILL project, all Reynolds capa- 
city to be completed in 1956. All Kaiser expansion to be com- 
pleted this year except Ravenswood, tentatively scheduled for 
late 1957. 

(Please turn to page 645) 
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CAUTIOUS approach to forecasting the economy of 


1956 fiscal year runs through the testimony which 
has been presented to the Joint ee 
Congress and some of the lawmakers don’t like it. 
On the Republican side, especially, there is demand 





WASHINGTON SEES: 


As the deadline neared for President Eisen- 
hower to announce the decision the world has 
waited for, respected sources were spreading the 
information that at least three considerations, 
other than health, were delaying the word. The 
sources, plus the logic that might be read into 
the posers, justify the business world in giving 
more than passing heed. 


They are: 

No. 1. Eisenhower, if elected, would launch a 
second term with the knowledge that he would 
be the first President of the United States barred 
by law from succeeding himself. He would have 
no coattails to offer Congress, couldn’t hope to 
control his own party-men on that basis. 





No. 2. He does not believe the current boom 
can survive another four years, that business will 
slow and he might leave office a “recession Pres- 
ident.” In his budget message he observed: “The 
scope of economic expansion has narrowed in 
recent months and the pace has been slackened.” 


No. 3. He worries over the fact that the econ- 
omy is so dependent upon spending by big busi- 
ness that Government operation may ultimately 
become lopsidedly protective of its essential nour- 
ishment. Cited is General Motors’ $1 billion ex- 
pansion program for this year; steel’s $1.2 mod- 
ernization plan; Bell Telephone’s $2 billion for 
plant and extensions, and others that will con- 
tribute to a $25 billion plant outlay in 1956. 











BEHIND THE POLITICAL SCENES 


“VERITAS” 


Committee of 





that the outlook be painted in glowing colors. T»e 
Federal Reserve Board has had its foot on the bra <e 
right along. The take-no-chances policy seems to 
have White House support; else, why Ike’s guard 2d 
comment on study of the controls need? The Pre :i- 
dent didn’t propose reinstating the safeguards. le 
only mentioned them. 


EXPERIENCE appears to support the position of te 
Congressmen who would banish the cloud from t 1e 
rosy skies. Last year, the Joint Committee he'd 
hearings similar to those it has just concluded and 
the experts sinned on the side of conservatism. Busi- 
ness turned out much better than they had forecast. 
They omitted factors normally weighed on the side 
of optimism. The more adventuresome lawmake's 
think that’s happening again. They remind that pro- 
fessional economists never overstate an outlo 
That way, nobody’s hurt. And nobody’s angry when 
times get better. 


VACATION of Congress was an un-recorded fact for 
the first 15 days of February. It was a gentlemen's 
agreement to permit Congressmen from distant 
points to get home and reap the vote benefits of 
Lincoln Day dinners and speeches. That was okay 
with the Democrats who wanted to mark time, wait 
the Eisenhower candidacy announcement, get their 
target in focus. But it shows that the legislators 
aren't taking their work too seriously, are more ini- 
terested in political profits than output. And it 
means a more intense rush in session’s closing days. 


JOHN L. LEWIS thinks Governor Averell Harriman 
of New York is the man Adlai Stevenson must bent 
to win the Presidential nomination. Says Lewis in 
his UMW Journal: “Harriman will have control of 
the biggest delegation in the Democratic conven- 
tion; he has plenty of money to spend and he’s doing 
a good job as chief executive in the capital of the 
biggest state.” But the Mine Chief hedges his bet: 
“The dark-horse, smoke-filled-room possible com- 
promise candidate in the Democratic camp is Sen. 
Stuart Symington. 
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The job of truly amalgamating the American 
Federation of Labor and the Congress of Industrial Or- 
ganizations is proceeding with one paramount objective: 
greater political strength. Only a few months after the 
papers were Signed in New York City, the AFL-CIO is 
reporting success in its field trials of unity. The 
pattern of organization is Simple. Fears that many 
locals might have had are being allayed. It is being 
shown that top control remains about the same as it was 
in_the two major areas: finance and contract-making. 
It's demonstrable that it_won't cost the card- 
holder any more money for national headquarters_and 
staff than it did before. His dues won't go up on 
account of the merger; they might even stabilize in the 
face of rising costs everywhere. The marble and granite 
palaces which house their chiefs won't go into a common 
ownership, and their huge treasuries won't be tossed 
into hodgepodge. It would be hard to imagine a situa- 









































ion which the bargaining and enforcement powers of unions could be enlarged by 


merger; on the other hand, there is nothing in the deal which takes away or 





redisi -ibutes these powers. 





Political action, then, is the bait. President George Meany put it 





blunt in his message to the locals: greater weight of influence in the field of 
legis. ition, amendment of the Taft-Hartley Act, erasure from the books of State 


rdoq Pright-to-work statutes. Walter Reuther seconded with: "Our answer is not less 


resi. Pfpolit:cal action, but more political action." Blacklists are being prepared and 
le Plegis ators, federal and state, are being marked for political destruction. 
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n nominees. Despite the protestations that party labels don't count, it hardly 
be regarded as coincidence that hardly a GOP name appears on the "right" lists 
compilation. Republicans point to the fact that labor has been arrayed 

not their ticket in the past -- ineffectively. The case in point usually is the 
i-million dollar campaign to defeat Senator Robert A. Taft, with Reuther per- 

y directing it. There are few Tafts on the horizon! 








The outcome of the November election will determine whether AFL-CIO will 
S_wings for a solo flight -- a labor party. A good scorecard, followed by 
‘e of the elected officials to bow supinely, could prompt a try at going it 

But the counsel of Samuel Gompers, and the experience of John L. Lewis and 

will militate against adventure in that area. Action within the framework 
isting parties this year will test the fund-raising capacities of the united 
front: A goal of $1 a member in a combine of 18 million members! 




















What_seems more likely than a third party is_an attempt to take over one 
e existing ones. The Democratic, naturally. This possibility was placed be- 
Gov. Mennen Williams of Michigan, when he was in Washington recently. Put 
tly. He was asked if it is not a fait accompli; if the labor unions don't 
iy "own" the Democratic party in Michigan. Williams didn't recoil at the 
ht. He calmly answered that labor-union members in his state have rather 
ally adopted the Democratic party as the one best expressing its political and 
lative aspirations. And, he conceded, labor has the influence its number of 
lees entitle it to have. Cutting through the language, the answer seemed 
>; Yes. 














A gradual drop in the work week since the end of World War II has been 
i by the Census Bureau: average weekly work hours fell from about 44 in May 1947 
2 in May 1955. The cut in work-day on the farm was the large contributor. It's 
result of mechanization, and bigger individual farms. Of the non-farm workers, 
railroaders experienced the largest percentage drop. Pending labor-management 
racts will accentuate the downward trend. 
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Present disposition on the part of congressional leaders is to give polite 
treatment, and small funds, to the rural redevelopment program. President Eisen- 
hower included this project in his message on agriculture. It was a repeat: last 
year's urgings fell upon inattentive ears. But bills are in the hopper and the mo- 
tions of serious intent are being indulged. An Administration bill would permit the 
Secretary of Commerce to give credit and technical aid to surplus labor areas, and 
help rural communities develop manufacturing and other non-agricultural activity 
through stepped-up technical aid. The bill provides a $50 million fund for loans 
to areas designated by the Secretary as those of "substantial and persistent un- 
employment." A House bill would set up a "Depressed Areas Administration." 

The Joint Congressional Committee on the Economic Report_is getting dow 
to the facts of low-income family life. The project accepts the fact that there 
are low-income groups in every field of the economy, not alone in agriculture. 
Keynote iss: "All types of areas require more capital, industrial development, cre: it 
and technical aid for the small farmer or the small businessman, increased traini:g 
opportunities, and better community and health facilities." It will be observed 
it adequately states the problem, but suggests no way to implement the solution. 

General Services Administration has entered the design stage of its lea:e- 
purchase building program, and real-estate men will watch the developments with ir - 
terest. Council Bluffs, Ia., will be the proving ground. A combination post 
office and court building will be constructed at a cost of $1,630,000. It's the 
first of 26 buildings which will make up the initial instalment of the program. 

This is not a _lightly-embraced venture by the Federal Government. The 
Government _ is backing its bet on success of building lend-lease with a proposal tc 


spend liberally -- Congress willing. It's the first nationwide Federal building 
program since the beginning of World War II. The Government owns the Council Bluffs 


site. Under the lease-purchase law, GSA will repay investors, with interest in 
instalments, like rent, in between 10 and 25 years, the term to be decided. 

Earlier plans for indemnifying residents against floods and other types 
of disasters sounded good, and they were -- too good. Another method has 
been substituted. The banking committees of both Houses have under consideration 
the amended plan (developed by Civil Defense Administrator Val Petersen). The 
original method would be excellent insurance for those who could afford to carry ii, 
but the vice was in the fact that few could afford it. Essence of the current 
proposal is a "package" coverage against all natural catastrophes including drough’, 
fire, wind and hailstorm, and earthquakes, plus floods. This program of spreading 
the risk should place the premiums within the reach of all, it is reasoned. 

Governor Petersen may be indulging a type of pep talk that may not seem 
inspiring to private insurers. He has urged insurance companies to accept the 
"challenge" and provide a policy that will make it unnecessary for Government to 
enter the field. The Civil Defense Administrator maintains the business can be 
handled within the bounds of good economic practice. Broad, comprehensive disaste! 
insurance should appeal to everyone and therefore be cheaper, he messaged Congress. 

Speaking for Chambers of Commerce in 30 states, a Washington bureau survey 
finds no need for federal aid to education. The Council of State Chambers of Com- 
merce goes beyond that to say, political inspiration rather than real need is the 
basis for the aid program before Congress, and that the better-informed authoritie: 
are in disagreement. Named as dissenters are the White House Conference on Educa- 
tion, the Commission on Intergovernmental Relations, and the Education Study Com- 
mittee. Congress has been supplied a detailed report and supporting argument whict 
urges that _the Federal Government be kept out of an area "in which it has no direct 
responsibility and_in which its constitutional responsibility is questionable at 
least." The national Chamber group is counting on congressmen from the big states 
to defeat the measure: "States which have spent money to improve education 
shouldn't be penalized for those states which have not done so." 































































































On the facing page, we have set forth the measures that may be 
expected to embroil Congress in this session. They are accompaniet 
by the likely disposition of the various measures. ™—————-— 
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Measures 


Bud et proposes total $65.9 billion, receipts $66.3 billion, 
surplus of $400 million. 


Pos: ge rate increase of $350 millions. 

Tax eduction. 

Lal ind Welfare — expansions of New Deal-Fair Deal 
th: ries in “welfare” category, $2.3 billion requested. 

Nati 1al defense bill estimated at $35.54 billion for in- 


co ing fiscal year. 


Milit cy procurement. Drop from $11.8 billion to $11.7 
il on with accent on jet plane and guided-missile 
pr: -urement. 


Rese rch and development, boosted to new high of $1.43 
bi! on in budget request. 


Ato: ic Energy development. Sum of $1.9 billion is asked, 
ab ut 15 per cent over current year. 


Stoc. piling. Asked is $678 million, against $963 million 
las year. 


Fore gn aid is budgeted at $4.292 billion, including cut 
from $1.726 billion to $1.2 billion for economic and 
technical assistance, and cut from $2.46 billion to $2.1 
billion for military aid. 


Highway construction program: $844 million in budget 
to start long-term project. 


Federal aid to states in school problem: $250 million start 
in 1957. 


Farmer aid centers on soil bank costing $400 million 
to administer and implement. Plan would pay farmers 
for taking acreage out of cultivation, as originally pro- 
posed by Henry Wallace. 


Price supports make up large part of $3.364 billion 
planned for Department of Agriculture. Cost ultimately 
will depend on crop and market conditions and whether 

igid parity is restored. 


= 


Extension of temporary permissive raising national debt 
ceiling from $275 billion by $6 billion. 


Labor legislation. Study of extension of wage-hour law 
to new occupations is asked. 


National Transportation Act on the “ready” calendar. 





A Prospectus of What May Be Expected From Congress 


Disposition 


Appropriations cannot be kept within President’s pro- 
posals, and budget balance hinges on continued higher 
Treasury receipts. 


Congress will reject, but may vote selective rate boosts of 
about $50 million. 


Nothing short of grave national emergency will prevent 
cut in low-income group. 


Congress may re-shuffle; will change the pitch somewhat 
but end with about the same dollar cost. 


Recommendations are generally approved in bi-party de- 
mand that the nation forge ahead of Russia in military 
might. Full amount will be voted. 


Pentagon has “conditioned” Congress to essentiality of 
program. Full amount will be voted. 


Push-button warfare intrigues Congress and it'll appro- 
priate on Pentagon say-so of the need. 


Congress will ask no questions after hearing of progress 
made by other nations in peace-war issues. 


Congressmen having regional interest in certain materi- 
als will fight, unsuccessfully, for larger stockpiles, but 
“storage” is a bad word on Hill. 


President's request fell below Congressional expectations 
and dulled criticism. Russia making inroads on some 
countries will encourage full appropriation. Long-term 
commitment out. 


President has agreed to pay-as-you-go financing, taking 
this proposal out of “improbable” class. Nothing more 
than “good start” in sight. 


Many Congressmen ready to fight for multiplied grant 
but will be entangled in racial issue, which will cause 
the bill to founder, maybe fail. 


Both parties claim honor of originating this idea, insur- 
ing its enactment. Chief worry is initial appropriation 
will be dwarfed by later costs. 


Political fight for farmer favor will toss aside all money 
considerations. But return to rigid support doesn’t 
seem in the cards now. 


Senator Byrd will throw all his considerable influence 
into reversion cf debt to statutorily authorized limit of 
$275 billions, but practical considerations point to 
another one-year of “temporary” ceiling. 


Organized labor will seek repeal of Taft-Hartley, end of 
right-to-work laws by repeal of T-H enabling pro- 
vision, and wider coverage of wage-hour law. Prospect 
is all-around failure of union program. 


Debate will continue, but transport business code is no- 
where in sight. 
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I, submitting to the Congress last January 
24, the Economic Report of the President, Mr. 
Eisenhower stated in his letter of transmittal that 
the practical attainment of the cherished ideals of 
full employment, rising incomes, and a stable dollar 
during 1955 was the year’s economic achievement. 

Supporting this statement were the record number 
of industrial workers; a new high in disposable in- 
come, and total gross national product that reached 
$391 billion in the third quarter and which, it is 
estimated, was duplicated in the final three months 
to bring the total for the year to approximately $386 
billion. 

One of the outstanding features of 1955 was the 
relative stability of industrial operations throughout 
the entire 12 months. The exceptions, of course, were 
in those lines that are traditionally seasonal such as 
the farm equipment and fertilizer industries. These 
lines usually record their highest sales in the June 
quarter which for 1955 proved to be a more profit- 
able period than the corresponding three months of 
the previous year, and resulted in most of the com- 
panies in these groups making a better showing in 
sales and earnings for fiscal 1955 than in the 
previous year. Considering the relatively favorable 
outlook for the farm equipment industry fiscal] 1956 
earnings may compare favorably with those of last 
year. Factors that are likely to have a bearing on 
sales trend are farm income, currently showing a 
tendency to stabilize, and the outcome of efforts by 
the administration to strengthen the farm programs. 

Manufacturers’ sales last year, according to 
figures compiled by the Office of Business Economics, 
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PART Il 
By WARD GATES 





were at a record high of $317 billion. This sui pass 
the previous year’s sales by about $36.5 bil ion® 
13°¢, and was about evenly divided between < ura 
and non-durable goods. For the durable go ods 
dustries, sales totaled $158 billion, a gain cf 18 
over 1954. While the automotive industry, inc ludi 


motor vehicles and equipment, accounted {or 1 
bigger portion of the increase, all the majo: ha t 
goods industries realized substantial gains over § 


previous year. The steel industry was well up fr 
showing sizable increases in sales which, aided § 
near-capacity production through most of the ye 
and consequently improved profit margins, result 
in a majority of the steel producers setting »¢ 
highs in net earnings that for those companies list 
in the accompanying table ran from 20% to as hi 
as 100% for three of the group, and in one cas 
record 258% over their 1954 showings. 

Sales of the non-durable goods industries dur 





Corporate Profits Before and After Taxes 


BILLIONS OF DOLLARS BILLIONS OF 00. LARS 
SEASONALLY ADJUSTED ANNUAL RATES 
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50 + PROFITS BEFORE TAXES 
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ar totaled $159 billion, or 8% above the 1954 


Pontiac and Chevrolet output but increases by its 














| the year t “I 
| total. While moderate advances were scored by most other car divisions held the month’s decline to 
| of the major companies in this group, the largest roughly 6%. Additional layoffs of workers were 
ut percentage gains were made by the chemical, paper made by all three companies at the beginning of 
/™ and rubber industries, as well as by the leading February in a further attempt to bring present in- 
lm cigarette manufacturers as cigarette consumption § ventories in line with retail demand. This current 
im continued to rise throughout the year and profit situation points up the possibility that first quarter 
| margins improved. Continued gains in the current earnings of the industry as well as that of some of 
q . . . . . 
i year re anticipated, although the rate of increase the component parts markers will be under year-ago 
@ may not be at the 1955 pace. Other companies show- levels. On the other hand, indications for the steel, 
if ing moderate to good gains are those in the textile, cement, chemical, oi] and certain other industries, 
ifm office equipment, drug, non-ferrous metals, shoe, as well retail merchandising are for favorable show- 
iy . .-s ° ° ° ° . . . 
ifm coal, -etail merchandising, and the cotton textile in- ings in the first half of the year, at least. 
= dust: es. Earnings for many of the Class I railroads Further notations along these lines are set forth 
for 1955 are indicated at record levels which are’ in the following brief comments on companies in 
beine reflected in more liberal ordering of loco- which there is broad investment interest: 
moti\es and other equipment to the benefit of the 
rail « juipment industry. ——_—_. 
As the current year began, there were indications 
ads that nounting inventories of new cars in dealers’ UNION CARBIDE & CARBON CORP.—AIll-time 
’ hand: would lead to cut-backs of production by the peak sales in calendar 1955 of $1.187 billion, 28 per 
auto: \obile makers. Such action was taken simul- cent greater than in 1954, was more than matched 
taneously by the “big 3” in the industry with the’ by last year’s gain in net earnings which were up 
resul. that Chrysler’s January car production de- by 57 per cent from the previous year. In round 
cline’ about 21°¢ from January last year and Ford figures, this gain in 1955 net income amounted to 
reduced its output by about 12% from the January, approximately $51 million, rising from $89.7 mil- 
1951 ‘evel. From preliminary figures, GM cut its lion, equal to $3.10 (Please turn to page 652) 
Vass ’ . . , . . . . ° 
F on Comparative Sales, Earnings & Net Profits of Leading Companies 
ti tO 
| ¢ Uralg Net Sales Net Profit Margin | 
() ids 1954 1955 1954 1955 Net Per Share Net Per Quarter 1955 
' . 1 (Millions) 1954 1955 Ist 2nd 3rd 4th 
( 
nc ludi Air 2eduction $ 123.3 $ 149.2 5.1% 7.7%  $ 1.86 $3.54 $ 68 $ .92 $ .99 §$ .95 
for { B || Alicgheny Ludium Steel 170.0 255.5 2.5 5.8 2.30 8.25 1.37 2.32 2.29 2.33 
or i Arn co Steel 532.0 692.6 7.7 9.2 3.93 6.05 1.20 1.45 1.64 1.77 
" Atics Powder 57.6 60.3 4.5 5.7 4.05 4.70 1.14 1.23 1.26 1.07 
over u Bethlehem Steel 1,656.8 2,096.6 8.0 8.5 13.18 18.09 3.51 4.74 4.04 5.82 
1p fro | Coterpiliar Tractor 401.0 523.8 6.2 6.6 2.91 4.04 82 98 1.05 1.20 
aided # Container Corp. of Amer. 186.5 215.5 7.2 7.2 5.31 6.09 1.38 1.61 1.50 1.60 
the val | Deere & Co. 339.5 295.5 6.9 8.3 2.76 3.91 57 1.54 1.36 44 
°o Eaton Mfg. 165.2 218.0 5.1 6.0 4.78 7.40 1.84 2.29 1.05 2.22 
Tesul Endicott Johnson 133.3 143.0 1.6 1.9 2.28 3.15 _ 1.66 ~_ 1.49 
ing 1 General Motors 9,823.5 12,443.0 8.2 9.5 3.03 4.30 111 1.26 90 1.02 
ies lish || Hercules Powder 187.5 226.6 7.5 8.4 5.10 6.90 1.54 1.84 1.80 1.72 
y ash Hooker Electrochemical 77.5 94.1 10.5 10.1 1.36 1.72 — 79 40 .53 
ae Inland Steel 537.0 663.3 7.6 7.9 7.92 9.52 2.38 2.40 1.95 2.85 
Le Castie |! International Bus. Machines 461.3 563.5 10.0 9.9 11.35 13.63 2.78 3.04 3.56 4.25 
International Harvester 994.0 1,165.7 3.6 4.7 2.24 3.60 .40 1.10 1.21 .89 
s dur! International Shoe 246.7 262.4 4.1 3.9 3.01 3.10 -- 1.51 _ 1.59 
Johns-Manville 253.1 284.7 6.5 8.2 5.24 7.37 86 2.05 2.25 2.21 
Jones & Laughlin 492.9 696.5 5.0 7.1 3.80 7.73 1.59 2.01 1.90 2.33 
Kennecott Copper 423.6 548.2 18.3 22.9 7.20 11.61 2.68 3.37 1.53 4.03 
Koppers Co. 188.3 230.2 3.2 4.5 2.77 4.92 86 1.43 1.24 1.38 
Liggett & Myers 548.8 546.9 4.0 4.8 5.30 6.46 1.16 1.57 1.76 1.96 
Monsanto Chemical 341.8 522.3 6.9 8.0 1.46 1.98 54 47 44 53 
— Notional Biscuit 376.3 389.6 5.2 4.6 2.85 2.59 56 67 61 76 
— National Steel 484.0 622.0 6.0 7.7 4.12 6.54 1.52 1.61 1.55 1.86 
| Ohio Oil 248.4 _ 15.3 —_ 2.91 3.14 79 70 73 92 
| Owens-Corning Fiberglas 136.4 161.2 6.1 6.7 2.68 3.48 .60 .85 94 1.09 
| % Republic Steel 850.3 1,195.0 6.2 7.2 3.55 5.59 1.19 1.50 1.43 1.50 
ain St. Regis Paper 200.0 257.0 7.4 7.4 2.62 2.95 73 80 73 80 
Ba Shell Oil 1,312.0 om 9.2 am 4.41 4.56 1.04 94 1.13 1.45 
Stevens (J. P.) & Co. 277.5 321.1 1.2 2.6 .90 2.15 46 58 42 69 
Sun Oil 661.3 663.7 6.1 7.2 3.93 4.72 _ 2.53 — 2.19 
| 30 Sutherland Paper 54.0 57.3 7.1 6.1 3.81 3.30 74 1.00 78 78 
Union Bag & Paper 105.5 123.0 10.2 11.5 2.03 2.68 63 71 65 68 
= Union Carbide & Carbon 923.6 1,187.1 9.3 11.8 3.10 4.83 98 1.22 1.30 1.35 
| 20 U. S. Steel 3,250.3 4,097.7 6.0 9.0 3.23 6.45 1.25 1.85 1.56 1.80 
Western Union Telegraph 222.2 242.0 4.2 5.3 1.85 2.10 51 57 41 61 
ol Westinghouse Electric 1,636.1 1,440.9 4.8 2.9 4.78 2.46 84 98 75 (d) 09% 
jt Wheeling Steel 187.5 246.6 5.1 7.0 4.98 8.12 1.41 1.91 2.17 2.64 
Youngstown Sheet & Tube 433.4 626.9 4.6 6.6 6.02 12.34 2.37 2.98 3.33 3.69 
~\ : (d) —Deficit. —Adjusted for 3 for 1 stock split. 
1—6 months. *—Reflects strike in final quarter. 
°“—Estimated. 
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By GEORGE L. 


~ 
know more about Nikes than their 
elders. 

This amazing situation in a country whose very 
survival well may depend on rocket-propelled de- 
vices is easier to understand when it is realized 
that our moppets simply can’t get enough of the 
comics and television offerings dealing with Buck 
Rogers, Captain Midnight, Captain Video, Space 
Cadet, Wonderama and a score of other stories and 
serials on the baffling subject. For the mature in- 
vestor—doctor, lawyer or merchant—it is difficult 
even to keep a conversation going on a subject that 
was virtually non-existent in his youth and which 
he now relegates to the realm of tall tales or mili- 
tary hush-hush. 

Guided missiles, of course, have been real enough 
and terrible enough for many years. Little more 
than a decade ago, thousands of Britons were being 
blown to bits by a hail of V-1 and V-2 guided mis- 
siles directed from the Continent. Recalling the 
death and destruction wrought by these weapons, an 
eminent observer stated: “It seemed likely that, if 


the German had succeeded in perfecting and using 
these new weapons six months earlier than he did, 
our invasion of Europe would have proved exceed- 
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DUIDED MISSILES 


/ { Military and Manpower Scramble 


MERTON 


ingly difficult, perhaps impossible.” 

The eminent observer wrote the foregoing in 2 
book called Crusade in Europe. It has been the oo 
fortune of the American people to have had thé 
services of this man as President these last three 
vears. And President Eisenhower has remained alert 
to the menace that guided-missile superiority in the 


arsenal of the enemy poses to this nation, an aware 


ness that is reflected in the stress on research an 


development designed to cope with this most ter- 


rible of all weapons in the Atomic Age. 
A Burgeoning Industry 


Scanning the “want ads,” hardly 
occupation of the investment fraternity, 


ity. The quest for engineers and scientists essentia 
to missile production has turned into a scramble 
The ads are not tiny notices tucked away at the 
bottom of the classified page, but huge display ads 
that often dominate a page in the main news 0 
sports section. 

Thus, American Bosch Arma Corp. 
than one page to advertise for engineers 


uses more 
and sciel- 
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a normal pre 
provides 
an excellent insight to the upsurge of missile activ- 

















Fe 


yr ina 
eB CO 
id the 
three 
1 alert 
in the 
ware: 
h an 
st ter: 


| pre 
ovides 
activ: 
sentia 
amble 
at the 
LV ads 
Ws 0 


more 
scien: 


TREE! 








tists to work “‘in the challenging field of Guidance 
and Control.” Another ad pleads “Engineers for 
work on guided missiles. Fairchild Guided Missiles 
Division is growing—33% personnel increase in 
the past 12 months.” Avco Manufacturing Corp., in 
a two-column ad, calls for “Designers—For Long- 
Ranve Missile Programs.” Republic Aviation, in a 
four-column ad, plays up “Retirement Income Plan” 
for missile engineers. Genera] Electric, Radio Corp. 
of America and scores of other companies are bid- 
dine vigorously for this hard-to-get talent. Many 
companies employ such blandishments as suburban 
living and an opportunity for the applicant to fur- 
ther his education. 





Missiles Are News 


T. the credit of the press, it has carried con- 
siderable news on the subject. One story tells how 
the sahamas Long Range Proving Ground for mis- 
siles is soon to be extended 850 miles farther out 
into the Atlantic. Another notes the military’s work 
on cevelopment of a 1,500-mile missile. Numerous 
stor es have related that Soviet progress in the field 
surpasses our own. Since the Soviet program is 
wra ped in many more layers of secrecy than our 
owr however, such stories are suspect. 

A ove all, the Eisenhower budget has not neglected 
this vital facet of the defense establishment. For 
procurement of guided missiles, the budget proposes 
record expenditures—one-third above the previous 
yea’ and double 1955. The new estimate is for the 
exp nditure of $1.27 billion. 

‘or is that all, for there is much that is secret in 
any defense budget. Under the figure “Other Pro- 
curement” there is an item of $2.65 billion, a sub- 
staitial portion of which will, no doubt, be expended 
for electronics equipment and similar products es- 





sential to the manufacture of missiles, which often 
are as finely machined as a watch. 

In the light of the foregoing, adult apathy to the 
swift growth of the missile industry must be chalked 
up, in large measure, to the horror it conjures up. 
When the Air Force says that one long-range mis- 
sile equipped with a thermo-nuclear warhead now 
can carry an explosive force greater than that of 
all the bombs dropped during World War II, the 
natural tendency is to turn to the more pleasant 
aspects of life. 


The “‘Ultimate Weapon”’ 


While work on the so-called “ultimate weapon’’— 
an intercontinental ballistic missile capable of car- 
rying a hydrogen bomb to a target 5,000 miles dis- 
tant—is classified and can not be discussed, it takes 
no great stretch of the imagination to realize the 
dread implications. Several stages of rockets prob- 
ably will be used to propel such a missile to an alti- 
tude of 700 miles, from which high trajectory it will 
fall like a meteor on a target at a speed more than 
10 times that of sound. 

This, then, is the field that now approaches bil- 
lion-dollar status with every promise that it will 
grow by leaps and bounds in the years ahead. This 
nation and its allies (and, of course, the foe) are on 
the threshold of a procurement revolution that will 
swing the arsenals from conventional to pushbutton 
military goods. Our military strategists are about 
to start grand-scale buying of guided missiles and 
electronic warning equipment. The spending shift 
is reflected in the defense budget. Prospects for the 
next few years are that rising emphasis will be 
placed on unmanned “birds,” which will replace a 
considerable number of piloted airplanes, and multi- 
billion-dollar spending for a continental warning 























— a 
14 Companies Engaged In Guided Missile Development 
1954 1955—__—— 

Net Earnings Div Net Earnings Div 

Sales Per Per Sales Per Per Recent Div 

(Mil.) Share Share (Mil) Share Share Price Yield’ 
| American Tel. & Tel. $4,784.5 $11.42 $9.00 $5,252.8 $13.01 $9.00 184 4.8% 
Bell Aircraft 185.6 2.47 1.25 154.5* 1.75? 1.25 24 5.2 
Bendix Aviation 607.7 5.62 2.09 567.2 5.66 2.10 52 4.0 
| 
| Boeing Airplane 1,033.1 11.39 3.00 588.7' 6.24 3.25 71 4.5 
| Chance Vought Aircraft 149.6 6.15 .80 93.7' 2.59 1.60 37 4.3 
| Douglas Aircraft 915.2 9.80 4.83 867.0 7.66 4.00 82 4.8 
| General Dynamics 648.6 4.72 1.62% 506.1" 2.74' 2.15 59 3.6 
| 
General Electric 2,959.0 2.30 1.47 2,245.9! 1.63° 1.60 54 2.9 
Martin, (Glenn L.) 270.7 7.85 1.00 194.8' 3.58' 1.50 34 4.4 
North American Aviation 645.8 6.46 3.7§$ 816.6 9.42 4.50 81 5.5 
Northrop Aircraft 171.5- 2.62- 1.05 283.4 7.89 1.60 26 6.1 
| 
| Radio Corp. of America 938.1 2.66 1.20 740.6" 2.04 1.35 42 3.2 
Raytheon Mfg. 177.1 1.39 182.3 1.72 16 _— | 
| perry Rand NA NA NA 317.3 73 .36 25 1.4 

—Based 1955 dividend payments. —Year ended May 31. 

| NA—Not available. ‘—-9 months. 
| ‘—12 months ended Nov. 30, 1955. —é6 months Sept. 30. | 
| °—Year ended July 31. 6—Plus stock. 
| 7—Paid 10% stock in 1954; 5% stock in 1955. | 
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system, to protect us from the other fellow’s missiles. 
Makers of Nike & Co. 


Fortunately, the United States is in a strong posi- 
tion to carry forward this vital work. That strength 
rests in the laboratories of our producers of air- 
craft, electronic equipment and components vital to 
a firmly-based missiles industry. Let us proceed to 
examine some of the companies that are vital fac- 
tors in this field. 


American Telephone & Telegraph Co., its West- 
ern Electric Co., the manufacturing subsidiary, and 
its Bell Laboratories, the research division, are to 
the fore in this Government’s frantic race to pro- 
duce the finest guided missiles and electronic weapon 
systems. Among these is Nike, the remarkable anti- 
aircraft guided missile system developed by Bell 
Lab in collaboration with Douglas Aircraft Co., Inc. 
The military has been installing this near many 
American cities for their protection. Bell Lab sci- 
entists are designing other weapon systems for use 
on land, at sea and in the air. They have been asked 
to make basic studies on the handling of combat in- 
formation in naval operations, and on new tech- 
niques for communications in land combat. 

The Federal Communications Commission, last 
October, authorized A. T. & T. to start work on the 
Air Force’s Semi-Automatic Ground Environment 
project, a multi-billion-dollar aircraft warning sys- 
tem. The F. C. C. acted despite questions raised by 
Comptroller General Joseph Campbell and members 
of Congress about the A. T. & T. contract, which 
will amount to $2.4 billion over a 10-year period. 
The Air Force plan calls for a gradual switchover 
from manual operation of the radar stations that 
guard U. S. borders to “semi-automatic ground 
equipment,” better known as S. A. G. E. The tele- 
phone companies around the country are to install 
special circuits to feed information from the radar 
that picks up the planes to control centers and back 
to strategically situated fighter planes, anti-aircraft 
guns or guided-missile launching stations. When the 
vast communications setup is completed, the Air 
Force estimates, it will cost as much as $240 million 
annually to run it. The equipment, according to the 
plan, will be financed, built and installed by the 
telephone companies, which will lease it to the Air 
Force. 


Douglas Aircraft is producing Nike for the mili- 
tary and also has underway about a dozen other 
missile projects, including the Honest John, on 
which deliveries already have been made to troop 
units, and the Sparrow, an air-to-air missile, rocket- 
powered and capable of supersonic speed. Missiles 
are nothing new to Douglas, now in its thirteenth 
year of this vital branch of military weapons devel- 
opment. As a prime contractor, as well as jointly 
with other companies such as A. T. & T., Douglas 
has the responsibility for engineering and for the 
production in quantity of three different categories 
of these devices. They include ground-to-air, ground- 
to-ground and air-to-air. 


Bell Aircraft Corp. is working on a number of 
projects, notably the Rascal, to be used for surface- 
to-surface bombardment. Bell has the over-all re- 
sponsibility for this weapon and also is developing 
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and supplying missile components for other major 
missile contractors. One of these is Nike. Bell sup. 
plies rocket engines to Douglas for these anti-air. 
craft missiles. 


Boeing Airplane Co. is at work on a supersonic 
missile known as Bomare, which is designed to inter. 
cept enemy aircraft. Engineering, research and de. 
velopment on Bomarc have been going forwari ai 
3oeing’s Seattle plant, although production wil! be 
at Wichita. Other Boeing research includes ro-ket 
and ram jet propulsion, problems of hydraulic a-tu- 
ating mechanisms and the metallurgical require. 
ments of the thermal barrier. The company is put ing 
an ever larger portion of its vast research, de: ign 
and engineering facilities (plus manpower) be} ind 
its Pilotless Aircraft Division. In addition to the 
missile itself, Boeing’s program includes the p an- 
ning of bases, logistics, maintenance and comm ini- 
cations. 

The company has more than a decade of e> pe- 
rience in the field of guided missiles. One of its 
earlier experimental projects was the developm ent 
of the supersonic ground-to-air missile known as 
GAPA. It attained speeds of more than 1,500 m les 
per hour. More than 100 successful firings w °re 
made. 


General Dynamics Corp. has a vast stake in ‘he 
field of guided missiles. Its Convair Division, as an 
illustration, long has been in quantity productior of 
Terrier supersonic guided missiles for the Navy. 
Terrier often has been described as the naval co in- 
terpart of Nike. In addition, the company contin ies 
development work on an intercontinental ballistic 
missile for the Air Force. An Air Force official has 
said: 

“Probably the most important member of ‘he 
family of strategic missiles is the intercontinental 
ballistic missile recently identified as the Atlas. 
Launched by rocket motors developing thousands of 
tons of thrust and millions of horsepower within 
seconds, this rocket will travel at speeds of several 
thousand miles per hour.” 


Chance Vought Aircraft, Inc. is in production on 
the Regulus, a turbine-powered surface-to-surf ce 
missile, which would be launched from naval vessels 
for long-range bombardment. A strike last year at a 
vendor’s plant interrupted deliveries of components, 
resulting in rescheduling deliveries of Regulus 
guided missiles. Production has since been stepped 
up. 


Glenn L. Martin Co. launched the predecessor 
of the Bomarc several years ago. Known as the 
Matador, this turbo-jet robot bomber has reached a 
high level of production. Operational units already 
are in Europe. There have been reports that Mar- 
tin has been selected by the Government to develop 
a second intercontinental ballistic missile. As noted 
in the foregoing, the first contract is held by General 
Dynamic’s Convair. It already has been announced 
that Martin will build the launching mechanism for 
the projected earth satellite. This, of course, is in 
the nature of a “‘prestige” job and not comparable, 
in importance to the company, to the substantial 
missile contracts already received. 


North American Aviation, Inc. has set up sepa- 
rate operating di- (Please turn to page 643) 
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VW achine-toot industry ordering so far in the 
new year is continuing at a pace equal to the high 
leve s attained during the final quarter of 1955. 
About 40° of all the orders placed during 1955 
wer’ written during the closing three months of the 
ye 
The industry chalked up some new peace-time 
hig!'s last year in orders received. The $966,750,000 
talled during 1955 was an impressive 73‘¢ increase 
over the $560,400,000 in 1954, and the highest for 
any peacetime year. 

The yearend figures were highlighted by a total of 
$156,950,000 in new orders during December for the 
highest monthly total since June, 1951, and an all- 
time high for any peacetime month. Bolstering the 
December total was $43,658,948 of Air Force orders 
placed during that month. 

eak levels for machine-tool orders were attained 
during the Korean War, when they topped a billion 
dollars in both 1951 and 1952. December’s $156,- 
950,000 in new orders compares with the $60 
million placed in December 1954, when many tool- 
makers were operating in the red. December was 
far above November’s $128,100,00 and October’s 
$102,650,000. The upsurge was sparked, in part, by 
the machine-tool show in Chicago during September. 


Orders Up Sharply 


’rders during the past three months have been 
coming in at a rate more than twice as fast as ship- 
ments. These large gains in new orders, paralleled 
by a slower increase in production have resulted in 
an industry-wide backlog of unfilled orders amount- 
ing to 7144 months at current production schedules. 
It is the highest backlog in more than two years and 
compares with a 6.7 month backlog at the end of 
November 1955. 

Machine tool shipments are rising, too. During 
December, $70,100,000 in new machines were sent 
to customers for the highest monthly total for 1955 
and the peak figure since June, 1954. In December 
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MACHINE TOOLS 


The Outlook [2 Grighter! 
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By JOHN D. C. WELDON 


1954, $60,150,000 worth of machines were moved. 
Shipments for all of this year are expected to climb 
to at least $900 million. That would compare with 
$670,200,000 last year and $891,750,000 in 1954. 

The industry looks for a continued rise in monthly 
shipments as firms seek to work off the mounting 
backlog of orders. In the case of large and com- 
plicated machines the time between ordering and 
actual delivery may stretch out to more than a year. 

Although the auto industry, which is the machine- 
tool makers’ best customer, has done some curtail- 
ing of production to bring an expanded output into 
line with sales, it is known that very large orders 
for machine tools have been placed by auto manu- 
facturers this vear. 

According to some important machine-tool 
sources, the auto-makers are accounting for 35% of 
the new orders. And there is good reason to believe 
that a large slice of General Motors’ recently an- 
nounced billion-dollar plant-improvement program 
is going to machine-tool makers. 

The auto industry’s annual capacity is currently 
estimated at more than 9,000,000 cars. Harlow H. 
Curtice, president of General Motors Corp., says his 
company’s expansion program will add 10° to GM’s 
capacity. And if other auto makers follow GM’s 
lead, then auto production capacity will have passed 
the ten million-unit mark before the end of this 
year. 

That auto companies are making money is ex- 
emplified by General Motors better than a billion 
dollar earnings for 1955—a new world record. Auto 
leaders emphasize that even though there wil] be 
an easing in new-car buying from time to time, they 
will continue to follow their long-range program of 
boosting capacity to meet the expected increased 
demand of 1957 and the following years. Another 
important consideration in their thinking is that, 
through the use of new tool machines the labor cost 
of each auto will be reduced, while at the same time 
its quality will be improved. 

A similar pattern of getting ready for future needs 
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also is being followed by other consumers’ goods in- 
dustries. 


Overtime and Second Shifts 


With the boom in orders, machine-tool makers are 
hard put to boost production so that they can meet 
fairly prompt delivery demands. Second shifts are 
being added, more overtime is offered to workers 
and new employes are being hired to ease difficult 
spots in production. But there isn’t much that a 
machine-tool plant owner can do to ease quickly his 
headache over the paucity of skilled labor among the 
unemployed. The machine-tool industry is, of course, 
the mother of mass production and of modern in- 
dustry. Its basic tools have, in combination, the 
power of reproducing themselves and are thus 
equivalent to the vital force in our economy. But 
when the machine-tool manufacturer wants a new 
tool maker he isn’t likely to find him among today’s 
situation-wanted ads. The industry requires that 
the worker be an artisan. He must possess a high 
degree of versatility, which can only be acquired 
through an intensive and prolonged training pro- 
gram. His building of “skill” into the machines he 
makes permits the use of semi-skilled labor in our 
mass production industries. 

The machine-tool industry doesn’t seem to be 
overly-concerned with the current softening in auto 
buying. It is true that February production has 
dipped. Most auto industry leaders expect 600,000 
cars will be assembled in February. That would be 
11% less than the 676,000 in the like year-ago 
month, which was a record for any February. It 
would be less than 2% below the 611,190 cars which 
came off the assembly lines in January. The total 
for December, 1955 was 682,000 units. There is, 
however, a minority among auto men that looks for 
a slide in February output to about 540,000 cars. 

Based on the first five weeks this year, auto fac- 
tories poured out cars at an annual rate of 7,200,000 
units compared with the rate of 8,100,000 a year ago. 
The general forecast of auto men is that about 6,- 
800,000 cars will be produced this year and a un- 
animity that 1956 will be second best to 1955 as a 


glorious auto year. The auto salesman continues to 
be a happy well-fed fellow and his waistline may 
grow some more. Easy credit terms continue to be 
the rule in the nation’s auto marts. President Eisen- 
hower’s Council of Economic Advisors think that 
consideration should be given to restoring the Gov- 
ernment’s power to regulate the terms of consumer 
credit. But Treasury Secretary Humphrey flatly op- 
poses the granting of such standby powers. “I don’t 
think anything like this is required at the present,” 
he recently told the House-Senate Economic Com- 
mittee. 

Another high-potency pill for the machine-t ol 
maker, accustomed to feast or famine—but presen ly 
eating high on the hog—is that the absorption of 
our peak productivity has created so many mire 
high-bracket wage earners. To garner this markt, 
the alert auto industry for many months has been 
dazzling us with its high-cost luxury cars. Chrysle ’’s 
improved Imperial, GM’s Eldorado and Ford’s suz ve 
Continental are but a few. Ultra-precision is a 
“must” in making the parts used in these cars. TI at 
means shorter life and faster replacement of te 
tool machines used in this manufacture. And te 
always ambitious lower-priced segments of the at to 
industry have been proudly picturing their dre: m 
cars destined for our pleasure in the near future 

The top accountant of one of the major too] manu- 
facturers says that when his boss looks at the earn- 
ings figures these days there is a tea rose tint n 
that old gentleman’s bifocals. A Wisconsin tol 
builder looks for orders to continue at present hish 
levels, probably into March. Present orders, he re- 
ports, are actually a bit better than they were n 
December. 


Industry Now Dispersed 


Historically, the machine-tool industry was first 
concentrated in New England. However, the move- 
ment of population and industry westward resulted 
in a partial geographic dispersion. Companies pre- 
sently are clustered in five areas, north of the Ohio 
River and east of the Mississippi. About 10° of our 
machine tools are (Please turn to page 655) 








Leading Machine- 








“__Deficit. 
1—-Year ended Sept. 30, 1955. 
2-40 weeks ended Oct. 8, 1955. 


Net Sales Net Profit Margins 

9 Mos 9 Mos. 

1954 1955 1954 1955 

| (Millions) » 4 » | 

| Black & Decker $ 35.1 $43.3! 8.0 8.5 
Bullard 50.1 20.1 9.6 4 6.5 
Chicago Pneumatic Tool 43.7 — 11.5 = 
Cincinnati Milling Machine 110.4 71.8" 8.4 4.4° 
Ex-Cell-O 92.2 75.1 9.5 10.7 
Greenfield Tap & Die 12.6 10.7 4.6 7.4 
Ingersoll-Rand 180.3 os 17.6 os 
Monarch Machine Tool 18.3 6.0 72 42.9 
National Acme 11.3 3.2 — 
Van Norman 16.9 — 1.9 a 


Tool Companies 
Net Per Share 
9 Mos Div. Per Share 
1954 1955 1954 1955 Price Range Recent Div 
1954-1956 Price Yield 
$3.33 $4.10! $1.00 $1.00° 40 -18% 35 2.8 % 
6.61 ° 1.80 4.00° 1.00% 5154-251, 33 — 
4.78 4.29 2.00 2.62 53% -22% 47 5.5 
5.37 3.54° 2.00 1.52 42%,-23'2 40 3.8 
5.20 4.52 1.00% 2.00 74%%-22% 67 3.0 
2.40 3.24 2.00 2.50 37 %4-26% 31 8.0 
3.80 3.30 2.50 3.00 71 -32% 62 4.8 
B66 * «C88 1.50 1.20 27 Ve-16%, 22 5.4 
7.37 4.00 4.00 4.00 70 -30 65 6.1 
.87 94" 1.00 1.00 194%4-11% 15 6.6 
8—Plus stock. 
4——Directors Aug. 24 took no action on div. 
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RAILROAD MERGERS 


as of railroad empire builders Hill, 
Moran and Harriman have flitted back to tease rail- 
road analysts. The reason: Announcement that the 
Northern Pacific and Great Northern railroads were 
considering a merger with jointly-owned Chicago, 
Bur'ington & Quincy. 

A flip of railroad history pages, and anyone can 
find that railroader James J. Hill and Wall Streeter 
J. P. Morgan amalgamated the three large railroads 
in the 1890’s. Then along came the early trust- 
busters and the railroads were separated as a re- 
sult of the famous Northern Securities case, haggled 
to a Supreme Court decision in 1904. Although NP 
ani GN were separated, they were allowed to keep 
joint ownership of the Burlington (today they are 
equal owners of 97° of Burlington stock). In the 
late 1920’s an attempt at a three-way merger was 
made again. This time the Interstate Commerce 
Commission said “tyes” to an NP & GN merger, but 
only if they gave up control of the Burlington. 

\ look down the track into the future, and it seems 
apparent there will be railroad mergers—and many 
of them. The ICC long has been on record as favor- 
ing mergers of non-competing lines. Back in the 
1920's it developed a master plan of 17 rail systems. 
Since the War, outspoken rail leaders like Robert R. 
Young have been agitating for cross-country sys- 
tems. At least one important merger has been com- 
pleted postwar: the late Isaac Tigrett, Tennessee 
lawyer, strung together some broken-down roads to 
form the now highly successful Gulf, Mobile & Ohio 
Railroad into which was merged the Alton in 1947 
the system extends from Chicago to New Orleans) 
For years Atlantic Coast Line has been fighting 
rival railroads, labor unions, bondholders, etc., in an 
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By ROGER W. CARLESON 


effort to merge the Florida East Coast. The St. 
Louis-San Francisco has bought a controlling in- 
terest in the Central of Georgia with the avowed 
intention of merging. 

Ever-rising costs and ever-stiffening competition 
from other types of transportation, plus the impor- 
tance of strong railroads for national defense, are 
reasons why mergers make good sense. Moreover, 
the Presidential Committee on Transport Policy calls 
for more liberal regulation of railroads. Thus, while 
last week’s announcement was not a surprise to 
many analysts it was newsworthy as an important 
step in a most important trend for the nation’s rail- 


roads. 
Logistics 


As any rail map will show, Great Northern and 
Northern Pacific are two long fingers of rail stretch- 
ing west from St. Paul-Minneapolis to the West 
Coast. In the process GN operates 8,300 miles of 
track and NP 6,900 miles. Some of the parallel mile- 
age is about 100 miles apart and there are many 
connections between the two. In addition the pair 
clasps fingers with its 850-mile affiliate, Spokane, 
Portland & Seattle. Burlington, which has long been 
controlled by GN and NP is another story geo- 
graphically. It operates 8,870 miles in three-pronged 
fashion from Chicago. One line reaches northwest 
to St. Paul-Minneapolis; a longer one reaches west 
through Omaha and Lincoln, to the Billings area in 
Montana, to the important traffic exchange center of 
Denver. Southward, Burlington touches Kansas City 
and St. Louis. Via wholly-owned Colorado & South- 
ern’s 2,100 miles of track, the Burlington reaches 
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south from Denver to the Gulf port of Galveston, and the better chance of losing money. Yet thanks — 
Texas. to speculative fever in the 1800’s, American rail. o_ 
If united, the trio of NP, GN and CB&Q would roads were financed. The methods of financing and on 
constitute a 27,000-mile system in 14 states, which the way the money was used often affected the roads’ ton 
would make it the nation’s longest in mileage— future—right down to this moment. h 
longer than the Pennsylvania system’s 17,000 miles f 
and Southern Pacific’s 14,000 miles. Combined NP’s Charter for Black Gold F 
assets would total $2.7 billion or about $300 million 
above the Pennsylvania, nation’s largest in opera- The charter of the Northern Pacific is important J tne 
tions, but operating revenues, at current levels, run today to the road’s 20,000 share-owners. Issued by ca 
about 20% below Pennsy’s. In its own territory the Congress in 1864, it granted the railroad permission : 
triumvirate’s largest competitor would be the Mil- to build a line from Lake Superior to Puget Sound = 
waukee Road (Chicago, Milwaukee, St. Paul & Paci- with a 200-foot right-of-way on each side. /ut Cs 
fic), which spans the region from Chicago to the what’s more important, NP received the odd-nim- ' hi 
Coast with 10,600 miles of track, lists $668 million bered sections (640 acres each) for a distance of 409 “ 
ne “ae . . . +7. . . . . . S10 
assets and $240 million in operating revenues. miles on each side of the line in the territories of | ig 
Dakota, Montana, Idaho and Washington, and 20 : 
The Background miles on each side in the states of Wisconsin,  in- § At 
nesota and Oregon. The charter provided that : ny e 
Building railroads used to be a precarious busi- minerals discovered after the Government tra is- § ‘”' 
ness. For the workers, there were hazards like wild ferred title belonged to the railroad. Even thoug! it * 
Indians, occasional shoot-to-kill snipers hired by sold much of its land to settlers and small industr °s, Th 
rival railroads, mountainous territory with floods, the wilderness proved too unprofitable for NP «nd " 
avalanches, etc. For stock and bondholders there’ twice in those days it plunged off its track into -e- — 
was the chance of great riches (often a delusion) organization—first in 1875 and again in 1893. “ he 
0 
= rai 
J . . . Ca! 
Statistical Data on Proposed Merger Trio dat 
| roa 
1946 1947 1948 1949 1950 1951 1952 1953 1954 1955 ser 
as 
mat 
Total Railway Operating Revenues (mil.) age 
Chicago, Burlington & Quincy $195.9 $221.1 $241.3 $217.9 $245.2 $266.5 $270.3 $278.4 $252.3 $249.2 gra 
Great Northern Rwy. 167.3 193.7. 216.3 212.2 227.5 248.0 260.2 268.0 250.2 267.0 F 
Northern Pacific Rwy. 126.7. 142.5 157.1 150.1 167.2 173.7. 177.8 +=181.1 171.6 183.0 OI ' 
Odi 
Operating Ratio and 
Chicago, Burlington & Quincy 71.0% 67.8% 69.5% 76.7% 66.0% 70.9% 71.5% 72.9% 75.4% 76.5° bro 
Great Northern Rwy. 77.5 74.0 74.9 76.3 71.2 74.2 73.5 72.7 75.3 72.8 virt 
Northern Pacific Rwy. 83.4 78.5 77.3 83.3 72.8 78.9 80.5 81.0 83.1 78.7 times 
‘ j ; — the t 
Net Railway Operating Income (mil.) alone 
Chicago, Burlington & Quincy $ 26.9 $ 31.7 $ 32.7 $196 $378 $30.1 $ 31.7 $ 29.8 $ 27.7 $ 26.4 . tall 
Great Northern Rwy. 25.0 23.8 27.2 20.5 27.4 23.2 25.9 27.5 24.2 30.1 ee 
Northern Pacific Rwy. 13.3 18.0 20.1 14.0 22.6 16.3 15.4 14.8 15.4 19.2 the 
] % 
| Total Other Income (mil.) Puvet 
Chicago, Burlington & Quincy $23 $ 18 $ «12 $ «217 $ «23 0«6$=~«216 S$ 22 § $23 $ 2.5 West 
Great Northern Rwy. 7.7 6.7 8.3 6.3 9.2 9.4 10.0 10.8 9.7 10.3 
Northern Pacific Rwy. 6.5 6.1 7.0 6.4 9.1 10.6 11.3 12.1 11.0 11.4 — 
Total Fixed Charges (mil.) 
Chicago, Burlington & Quincy $ 61 $ 57 $ 58 $ 58 $ 6.2 $ 60 $ 5.7 $ 62 $ 66 $ 6.6 
Great Northern Rwy. 8.6 7.6 7.5 7.6 7.9 8.1 7.9 8.0 8.0 8.1 
Northern Pacific Rwy. 10.5 10.4 10.2 10.2 10.3 10.2 10.0 10.0 10.4 10.1 | 
Total Long Term Debt (mil.) 
Chicago, Burlington & Quincy $183.4 $181.6 $182.2 $182.2 $207.3 $196.7 $197.8 $215.9 $215.6 NR | Chice 
Great Northern Rwy. 237.3 235.5 248.2 255.2 264.0 275.4 267.8 268.0 274.3 NR | Ea 
Northern Pacific Rwy. 275.4 270.7 265.0 274.4 268.9 268.3 266.8 263.6 271.9 NR Din 
Net Income (mil.) | 
| G 
Chicago, Burlington & Quincy $ 23.1 $ 27.7 $ 28.0 $ 15.4 $ 33.7 $ 25.2 $ 28.0 $ 25.6 $ 23.0 $ 22.1 | orem 
Great Northern Rwy. 23.4 22.4 27.5 18.7 28.1 23.9 27.7 29.9 25.4 32.0 | | & 
Northern Pacific Rwy. 8.8 13.3 12.3 9.7 19.5 15.9 15.8 15.5 14.3 19.1 | Oh 
a ————— = 7 = = - — — = 7 | 
| 
Capital Expenditures (mil.) North 
Chicago, Burlington & Quincy $17.55 $ 30.9 $34.9 $ 28.4 $ 34.8 $ 29.7 $39.7 $ 45.4 $ 27.3 NR ‘oe 
Great Northern Rwy. 11.8 20.9 21.4 29.6 34.8 29.8 35.7 27.1 20.7 NR | Div 
Northern Pacific Rwy. 12.7 22.0 18.3 24.7 17.8 18.8 16.4 17.8 27.1 NR 
(N.R.)—Not reported. *) 97 
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land it did not sell is the basis for some of today’s 
and tomorrow’s riches from oil in the famed Willis- 


ton Basin. 
GN’s Formidable Hill 

ere is an adage that a railroad is no better than 
the territory through which it runs. The two finan- 
cia! mishaps of NP are typical of a road’s losing 
figh! in a rugged land. That makes the success of 
James Hill and his Great Northern (no land grants 
at 2!1) a paradox. This penniless boy from Ontario, 
Canada, had only one eye (the other was lost in a 
chi) ‘hood bow and arrow contest), but he never lost 
sig’ t of his power and profit targets. At the age of 
18 e clerked for a river boat company in the fron- 
tier town of Pig’s Eye (it later became St. Paul). 
Afi r a few years he started a freight-forwarding 
con pany and one of his important contracts was to 
sup ly fuel to the St. Paul & Pacific Railroad. He 
als) launched a money-making river line of his own. 
Thi. line weathered the depression of 1873 but the 
rai! oad did not. Confident about the future of the 
rai! oad and his own abilities, he persuaded a friend 
to } in him in a bid for the bankrupt carrier. They 
rais-d $780,000 initially. This with $6 million from 
Can dian businessmen was enough to buy the dilapi- 
date | road. Thereupon, ambitious Hill sold the rail- 
roac s only land (all in Minnesota) for $13,000,000 
and oroceded to lay rails out into the wilderness as 
fast as he could, despite bondholders’ alarm. How he 
mad: the railroad pay is a measure of acumen. His 
agents scoured Scandinavian countries for immi- 
grants to settle along GN’s line. As a clincher Hill 
offered the newcomers cheap transportation help in 
obtaining their own land, seed, agriculture advice 
and low freight rates for their farm produce. He 
browbeat towns along the way to give him free (or 
virtually free) rights-of-way with the threat (some- 
tin carried out) of routing the railroad around 
the town. He encouraged grain elevators to build 
along his lines. In a period when many railroads 
acted like monopolies and kept freight rates high, 
these methods were a novelty. 


by the depression year of 1893 GN had reached 
et Sound. Among the railroads that touched the 
t Coast, GN alone chugged through without re- 


Pu 
We 


organization. Santa Fe, Union Pacific, Northern Pa- 
cific all derailed into bankruptcy. Again Hill saw a 
chance to make money, extend his empire and re- 
move a competitor. He made an agreement with NP 
bondholders to operate the railroad in conjunction 
with GN. When an NP stockholder objected with an 
injunction, Hill joined forces with J. P. Morgan, 
the famous investment banker, and bought a con- 
trolling interest of NP stock, reorganized the road, 
operated NP and GN as one. Then once again Hill 
cast his eye covetously at a neighboring railroad— 
this time Chicago, Burlington & Quincy. The reason: 
CB&Q offered entry to St. Louis and Kansas City; 
there were big copper smelters in its Colorado ter- 
ritory; a fine market for lumber in the burgeoning 
midwest; contact with cotton-hauling roads of the 
South. With Morgan’s help, it was easy. But shrewd 
as they were, both businessmen reckoned without 
the enmity of Edward Henry Harriman, who also 
had wanted the Burlington to link with his Union 
Pacific. 

Early in 1901 when Morgan was in Europe and 
Hill traveling over his railroad empire, Harriman 
quietly began to buy NP stock. In four days alone 
the stock rose from 114 to 1,000 a share. Just in 
time the Morgan forces rallied and at great cost 
were able to buy enough shares to keep their control, 
but the margin was so narrow they had to make a 
truce with Harriman, give him a place on the board 
of directors. Meanwhile, the triumvirate of railroads 
boomed because traffic-minded Hill promoted car- 
goes of Southern cotton, Minnesota flour and New 
England manufactured goods for sale to Japan and 
China. Then in 1904 came a sledge-hammer blow to 
his empire: The Supreme Court in the famous 
Northern Securities case ordered the NP and GN to 
go their separate ways, but they kept control of 


CB&Q. 
Great Northern Over the Years 


Thanks to the sound financial ballast laid by 
founder Hill, the GN fared well in the years of its 
independence. It skitted through the depression of 
the 1930s with only three vears of losses and paid 
its fixed charges every year, and dividends every 


year except 1933-36 (Please turn to page 648) 











1946 1947 1948 
| Chicago, Burlington & Quincy (*) 
Earnings Per Share $13.52 $16.24 $16.44 
} Dividends Per Share 6.00 6.00 7.00 
| 
| 
| Great Northern Rwy. 
| Earnings Per Share 3.79 3.64 4.46 
Dividends Per Share 1.50 1.50 1.75 
| 
Northern Pacific Rwy. 
Earnings Per Share 3.58 5.40 4.97 
Dividends Per Share 1.00 1.00 1.00 


*)97.19% of capital stock owned jointly by the Gt. Nor. Ry. and Nor. 





10-Year Earnings and Dividend Record 


1949 1950 1951 1952 1953 1954 1955 

$9.03 $19.76 $14.78 $16.39 $15.02 $13.47 $12.97 
5.00 7.00 7.00 7.50 7.50 7.50 7.50 

| 

3.02 4.56 3.87 4.55 4.92 4.21 5.27 
2.00 1.75 2.00 2.00 2.00 2.10 2.35 
3.93 7.87 6.44 6.38 6.27 5.79 7.72 
1.50 2.00 2.25 3.00 3.00 3.00 3.00 

Pac. Ry. 
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+ PREFERRED STOCKS: 
With Attractive Yields 


By OUR STAFF 


a investors, in the first six weeks of 
the new year, have been paring speculative posi- 
tions in common stocks on market rallies, maintain- 
ing or building up cash reserves and upgrading 
portfolios qualitatively through defensive-type in- 
come equities and in bonds and preferred stocks. 
Investors who have pursued such a course are now 
in a comfortable position and under no pressure to 
anticipate what the near term holds for the stock 
market. 

The erratic behavior of the market since the start 
of the year not only prompted a good deal of profit- 
taking or marking down of costs by investors who 
had substantial profits, but discouraged other in- 
vestors with sizable cash surpluses from making 
new commitments. Many of these people, now in a 
strong cash position, are eager, nevertheless, to 
purchase other equities, although they are even more 
anxious about the safety of their capital. 

Their numbers have grown with the passing 
weeks, swelling the quest for information about 
preferred stocks. With this in mind, we have chosen 
three stocks which have preference over the com- 
mon—each in a different field. They include a top- 
notch railroad, a leading rubber producer and a 
long-established aircraft manufacturer. Yields in 
this trio range from about 4.8% to 5.8%. 

Before proceeding to cite these companies, we 
would point out that the issues in question hold 
out relatively small prospect of substantial capital 
gains. They are, as noted in the foregoing, issues 
designed to provide a good yield accompanied by a 
comfortable margin of safety. 

It is interesting to note that much of the interest 
in preferred stocks these days comes from investors 
who have hitherto confined their purchases to com- 
mon equities—and done extremely well the past few 
years. This altered outlook is significant, since most 
people buy stocks for profit, not yield. 
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SOUTHERN RAILWAY CO. 


AREA SERVED: The Southern Railway system, comprising 7,565 m 
serves the entire Southeast, including every state except West Virg 
south of the Ohio and east of the Mississippi. From Mobile and } 
Orleans on the Gulf and Jacksonville on the Atlantic, the lines run w st 
to St. Lovis and north to Cincinnati and Washington. 


Q 


= 
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OUTLOOK: Few preferred issues have the giltedge stature of Sout! 
Railway's 5%, non-cumulative preferred, $50 par value, which has pre 
ence over the common as to dividends of $2.50 a year. Consent of he 
holders of a majority of the preferred is required to increase the aut! 
ized amount of preferred ($60 million), or to place a mortgage 
property in excess of $120 million. Holders have one vote per st 
(same as the common) and, in any liquidation of assets, partici; 
share for share with the common. Southern Railway directors, last mo 
proposed a split of the preferred and common, 2'2 shares for 1, sub 
to approval of stockholders at the annual meeting in May as well as 
approval of the Interstate Commerce Commission. Under the propo 
split, each present share of $50 par preferred would be replaced by 
shares of $20 par preferred. At the January meeting, directors also « 
clared on the common an extra of $2 and raised the quarterly rate to 
from 75 cents. The road’s total revenues rose in 1955 to a record $27 
913,000 from $249,080,000 in 1954, while net income soared to an . 
time high of $37,993,000, against $26,263,000 in 1954. Earnings per 
common share jumped to $13.47, compared with $8.95 in 1954. Of 
course, the greatest contributing factor to this material and sustained 
improvement has been the extremely rapid and diverse expansion of 
industrial activity in the road's territory, creating a relatively consistent 
year-to-year increase in revenues and greater underlying stability for 
the system. Southern has a strong working capital position 


e* @o , 


‘wo 


DIVIDENDS: Payments on the preferred have been made regularly since 
1942. A court ruling, handed down in 1928, held that the preferred is 
not entitled to any excess earnings above the 5% non-cumulative rate 
prescribed in the charter. 


MARKET ACTION: Recent price of 51 compares with a 1955-56 range of 
High—527s, Low—495%. At current price the yield is 4.9%. 
COMPARATIVE BALANCE SHEET ITEMS 

December 31 

1946 1954 
Assets (000 omitted) Chane 
Cash & Marketable Securities $ 59,332 $103,539 $ 44,207 
Receivables, Net 11,574 16,504 4,930 
Materials & Supplies 16,951 11,288 5,663 
Other Current Assets 3,115 1,713 1,402 
TOTAL CURRENT ASSETS 90,972 133,044 42,072 
Road & Equipment 587,356 707,570 120,214 
Donations & Grants CR 9,325 CR 13,778 4,453 
Depreciation — Amortization CR 93,183 CR108,698 15,515 
Investments & Funds 72,110 98,779 26,669 
Other Assets 6,98' 4,193 2,7% 
TOTAL ASSETS $654,919 $821,110 $166,191 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 46,064 $ 69,700 $ 23,636 
Other Liabilities 4,103 3,767 336 
Unadjusted Credits 17,244 12,980 4,264 
Long Term Debt 233,749 276,498 42,749 
Preferred Stock , 60,000 60, 
Common Stock 129,820 129,820 
Surplus 163,939 268,345 104,406 
TOTAL LIABILITIES $654,919 $821,110 -+-$166,191 
WORKING CAPITAL $ 44,908 $ 63,344 $ 18,436 
CURRENT RATIO 19 19 


THE MAGAZINE OF WALL STREET 
















a 
955 
"2.0m 
2.50 | 250 | 2.50] 2.50 | 2.50 | 2.50 2.508 


os 


<a aerennapes 





























__1945 
BS | 2.00 
0| 8.00 
7 110.0 





BUSIN 
U.S 
soled 
mechc 
types 
and c 


OUTLC 
mark 
gain 
millio 
cor a 
curtai 
cals ¢ 
new f 
1955 

in 195 
8% n 
over 

any | 
redee 
earned ‘ 
1955 I 
15 ye 

in 1953 1 
ing c af 


year ir 


DIVIDENI 
common 

was 
held at 
that + 


MAR 
Hig 
4.8 


ASSETS 

Cash & Mc 
Receivable: 
Inventories 
TOTAL CU! 
Net Proper: 
Invest. & F 
Other Asse’ 
TOTAL ASS 
LIABILITIES 
TOTAL Cul 
Other Liabi 
Reserves 

long Term 
Preferred § 
Common St 
Surplus 

TOTAL LIAI 


WORKING 
CURRENT R. 


FEBRUA 





h + 
hi 
ine Bre “hy ye 1 
il Wh pe | | [ I i ae iN 
=== . == ta] | — gat te te 
| | | | | | pe } } | i } 
== =e ee a SS eet? =S===S=S=S=S=S=e! 
j 
SS | ay == SS SS SS SS SS jas 
} : —t mova > sana has TH SAN F s ARES {———} - } = 
r = 3 i 
uaa una “ sostasatlatts sssselltassasen, a ow jpinaisAsssaaleatets Anaaadl pakeal sotoot Me tat alton. ts Hic paaltestesstasalls tassasl atadlaatantinns passes sssensiaat samainsniaa did asl 
4 1955 1945 946 1947 | 1948 | 1949 | 1950 | 1951 "1952 "1953 1984 1985] 1944 1945 | 1946 1947 | 1948 1949 1950 | 1951 1952 1953. 1954. 1955 
9 -*22.09MES | 2.00 5.64 | 33.41 30.94 | 23.19 | 37.87 | 46.64 | 43. os 50.27 | 42.94 Toe 34, 24am 12.37 | 21.08 | 2.13 ¢ 1.43_ 5.57 | 2.88 | 7.63 7.24 9.49 | 11.96 | 20.32 »°25.18 
0 2.5900, 8.00 8.06) 8.00| 8.00 | 8.00/ 8.00) 8.00 8.00. S. 0 | 8.00 | 8.00/%| 2.00 | 2.00 | 2.00 / 2,00) 2.00 | 2.00 | 2,00 | 2.00 2.00 . 2,00. 2.00 | 2,00)" 
3 wOps 7 110.0 18.4 170.1, 172.0 167.9 167. 9 177.0 | 206.2 | 231.2 | 232.4 | By Op sui] 73.4 13.2 110.3 103.3 92.9 78.1 96.4 77.7 83.0 91.2 106.8 Sz Op sg 
UNITED STATES RUBBER CO. CURTISS-WRIGHT CORP. 
miles BUSINESS: Ranking as one of the “Big Four’ in the rubber industry, BUSINESS: Curtiss-Wright Corp. manufactures products ranging from 
g Ms rus bber is a leading factor in such fields as tires, tubes, rubber- engines, propellers and other aircraft components to metal and plastic 
y 7 soled .0es, rainwear, footwear, foam rubber products, plastic products, products for general industry. Operations are conducted through a 
st mecha cal rubber goods, rubber chemicals, vinyl, styrene and other number of divisions and wholly-owned subsidiaries. They include Propeller 
types plastic resins, agricultural chemicals, textiles, synthetic rubber Division, Electronics Division, Metals Processing Division, Wright Aero- 
and o ever increasing list of new products. nautical, Plastics Division, Marquette Metal Products, Columbia Protekto- 
wthora site, Caldwell Wright Division and Specialties Division 
- OUTLOOK: U. S. Rubber expects sales in 1956 will pass the billion dollar fi 
of ° mark the first time in its history. This sales volume will represent a OUTLOOK: In addition to its common stock, the company has outstanding 
uti gain between 8% and 10% from 1955. The 1955 sales of over $900 953,719 shares of $2 non-cumulative Class A stock, which receives 50 
ye on millio the record to date. Increased business in replacement passenger yr at — py neg The four dividends paid in 1955 were de 
ee i truck tires should take up much of the slack growing out of clared in ager of that year. It is expected that like declarations will 
eta cste curta production of new cars. Business is expanding in plastics, chemi- be made this month to cover all 1956. The Class A has preference over 
_ le x synthetics. The company expects to spend about $36 million in cmon as to non-cumulative dividends of $2 a year. In any liquidation 
ied! new plants and equipment in 1956, which is about a million more than it is entitled to the same distribution per share as the common. Also, the 
ee 1955 1 $5 million more than the previous record of $31 million spent stock is redeemable at $40 a share plus dividends and convertible into 
el in 1954. U. S. Rubber has authorized and outstanding 651,091 shares ot ‘common on a share-for-share basis. The conversion privilege is protected 
y 2% fe Seo cumulative preferred stock, $100 por. This issue has preference against dilution. Class A holders have one vote per share, same as com 
oO ¢ mover nmmon as to non-cumulative dividends of $8 per annum and, in oatad The sh eee reported for nine months to September 30 a con 
to S]_ any liquidation of assets, to $100 and dividends. The preferred is not _ 7 age ores of ag tang against $11,455,000 for the like 1954 
27 redeemable and has one vote per share, same as the common. The issue pore " . 54, the Class A earned $20.32 nd share. Sales of the 
= earned $42.94 a share in 1954. That figure doubtless was topped in oapaeen ~~ 7.“ probably exceeded $500 ae compares with 
. r 1955, when $34.24 was shown for the first nine months. Over the last 4 eo in 1954. During 1955 about 40% of total income was 
4 Of 15 ye preferred-share earnings have ranged from a high of $50.27 derived from non-defense sales. Unfilled orders plus scheduled production 
ained in 1953 to a low of $12.87 in 1942. As of September 30, 1955, net work a ~~ sontreare — about $849 million as the company en- 
on of ng capital stood at $257,105,000. This compares with $230,957,000 a tered the tinal quarter of last yeor 
sistent year earlier. DIVIDENDS: Payments on the Class A have been made regularly since 
y for ? , 1939. In 1955, the company declared a dividend of 50 cents for the 
DIVIDENDS: The preferred has received $2 qearterty since 1938. The fourth quarter plus a yearend dividend of 15 cents on the common 
common receives 50 cents at quarterly intervals. A 2% stock dividend Previous payments were 40 cents in September and 35 cents each in June 
since nirr clared on = eget smcah os ma The pantie me _— and March. The $2 dividend on the Class A appears to be unusually well 
red is “ at non-cumuloative preferre ividends are cumulative to the 0 protected. Moreover, the sharp rise in the common, which recently sold 
> rate om ey phen: and om such accumulations must be clecred before above 30, could in the near future make conversion worthwhile 
payment o ividends on the common. 
MARKET ACTION: Recent price of 34 for the Class A stock compares with 
ge of MARKET ACTION: Recent price of 168 compares with a 1955-56 range of a 1955-56 range of High—36's, Low—31. At current price the yield is 
High--172'4, Low—157'4. At current price the yield is slightly less than 5.8% 
4.8 COMPARATIVE BALANCE SHEET ITEMS 
COMPARATIVE BALANCE SHEET ITEMS oa ne ke 
December 31 September 30 ASSETS (000 omitted Change 
442 07 1946 1955 Cash & Marketable Sec > 75,523 $ 28,733 $ 46,790 
4930 ASSETS (000 omitted) Change Receivables, Net 17,475 61,142 43,667 
5 663 Cash & Marketable Secur $ 25,751 $ 52,861 $ 27,110 Inventories 31,907 75,946 44,039 
1402 Recei shies, Net 60,315 143,742 83,427. Other Current Assets 11,081 11,081 
42.072 Inventori 101,086 195,790 94,704 TOTAL CURRENT ASSETS 135,986 165,821 29,845 
20.214 TOTAL CURRENT ASSETS 187,152 392,393 205,241 Net Property 25,369 28,841 3,472 
4.453 Net Property 73,856 146,032 72,176 Mige. & Invest. etc 4,272 4,272 
15.515 Invest. & Rec 3,769 15,674 11,905 Other Assets 570 767 197 
26 669 Other Assets 2,566 3,606 i 1,040 TOTAL ASSETS $166,197 $195,429 $ 29,232 
2,7% TOTAL ASSETS $267,343 $557,705 $290,362 LIABILITIES 
66.191 LIABILITIES Accounts Payable $ 5,101 $ 15,356 $ 10,255 
TOTAL CURRENT LIABILITIES $ 68,668 $135,288 +$ 66,620 fscrvals ~—— pa naan 
23,636 Othe: Liabilities 1,331 730 601 Ott c nt Liabiliti 2077 3.193 1116 
336 B Reserves 11.648 19,171 7,523 TOTAL CUKRENT LIABILITIES 32,645 9,017 27, 
4,264 | long Term Debt 40,000 155,500 —_— yr —_ oars 
42,749 referred Stock 65,109 65,109 Minority Interest 1,625 1,625 
Common Stock 17,591 26,510 8,919 “ae 
Supls 62,996 155,397 92,401 Common Stock 7432 7,432 
* - ~ TOTAL LIABILITIES $267,343 $557,705 $290,362 a ey ‘ . 1 13,917 128,027 14,110 
T L LIABILITIE $166,197 $195,429 $ 29,232 
18,436 WORKING CAPITAL $118,484 $257,105 + $138,621 WoRKING CAPITAL $103,341 $106,804 3,463 
CURRENT RATIO 2.7 2.9 2 CURRENT RATIO 4.2 2.7 1.5 
TEET F FEBRUARY 18, 1956 635 
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Plans for a merger of Bethlehem Steel and Youngs- 
town Sheet & Tube are still alive, according to 
Eugene Grace, Bethlehem’s Chairman. Only last year 
the Department of Justice objected to the merger 
because it would tend to limit competition. He said 
discussions with the department were continuing in 
the hopes of an early court test as to the legality of 
the union. Meanwhile, chairman Grace had good 
news for stockholders. Like most of the major steel 
companies, Bethlehem reported a record year with 
sales slightly over $2 billion and earnings at the 
equivalent of $18.09 a common share. The next quar- 
terly dividend will be $2.50, payable March 1, com- 
pared with $2.25 for the same 1955 period. Better 
vet, Bethlehem’s president is confident a good year 
lies ahead. Said he: “I am much more optimistic than 
some of the other steel company executives that 
business will be good beyond the next six months... 
The letup in automobile demand for steel hasn’t 
changed the demand picture at all, and what little 
the auto-makers have cut back, other users are 
knocking on the door to get.” As a measure of its 
confidence in the future, Bethlehem expects to spend 
$300 million in plant expansion over the next few 
years. However, this will not require new financing 
as the company has $801 million in working capital 
and $690 million of this is held in cash and Govern- 
ment securities, 


Ever plagued with losses on their passenger traffic, 
15 western railroads and the Pullman Co. have joined 
to experiment with reduced rail rates to stimulate 
travel in the off-season months of February through 
April. This is a system used by the airlines and ocean 
liners for many years. Basic Pullman fares west of 
the Mississippi will remain the same but reductions 
on occupancy will range from 414% on duplex-room- 
ettes to 40°° for upper berths. 


After years of litigation and other delay, Eastern 
Air Lines got a “come in” signal from the highest 
control tower in its attempt to merge with Colonial 
Airlines, Final approval came from President Eisen- 
hower who over-ruled the objections of National Air- 
lines, which thereupon stated its intention to try to 
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block the merger once more by resorting to ‘he 
Supreme Court. However, Presidential appro al 
means that Eastern can paint its name on Color ial 
planes and take over operations. Colonial’s 3,/60 
miles of route will be added to Eastern’s 18,394, n- 
cluding the valuable Colonial lines to tourist mec: as 
Montreal and Bermuda. Colonial’s $3,700,600 ass: ts 
will give a 3% boost to Eastern’s own assets of $137 
million. 

A hangover of the depression, arrears on preferred 


stocks, still burdens a few of the nation’s Class | 
railroads. Last month common stockholders of the 
Missouri-Kansas-Texas Railroad approved a vol 


tary recapitalization plan so that the railroad co 
eliminate the $154 a share backlog of unpaid divi- 
dends due on its 667,000 shares of $7 preferred. It 


fae 


was the third such recap plan proposed in thre 


vears, the other two having been rejected by stock- 
holders. Before the new plan can become effective it 
must be approved by the Interstate Commerce Com- 


mission and at least 25% of the 4,300 owners of the 
preferred stock. First step in the plan calls for a 50% 
reduction in the stated value of the common shar 
On the books of the Katy that will make some § 
million in assets available to back new securit 
which will be offered to preferred stockholders. Eac 
preferred share will then receive 1) $50 in a new 
series of 414 bonds, with prior lien; 2) $50 in ne 
5% income debentures, convertible into comm 
stock, one-for-one; and 3) a $50 non-interest-be: 
ing income certificate, backed by a sinking fund. 

common dividend can be paid until these certificates 
have been redeemed. On the New York Stock | 
change Katy’s preferred stocks sold at 78 compared 
with 1955-56 price range of 73-100; the common 
stood at 15 compared with a range of 8-21. Reasor 
the stocks sold near their lows is that Katy’s earn- 
ings have been hard hit by poor conditions in the 
southwest agricultural territory it serves. Drought 
and low farm prices have discouraged production. In 
1955, a year when many railroads operated at close 
to record levels in revenues and earnings, Katy’s 
revenues were up a scant 1% and earnings ran at 83 
million or 25% below (Please turn to page 650) 
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Whove and more, stockholders are turning out 
for «nnual meetings. It is difficult to say whether 
the nereased attendance at these meetings grows 
out of the gala affairs into which many have been 
turned, or whether it stems from a growing realiza- 
tion on the part of shareholders that it is important 
to tiem to be present at these sessions, although 
geovraphic distance sometimes makes this quite im- 
poss ible. After all, the stockholder owes it to himself 
to keep a close check on the doings of his manage- 
m And honest, hard-working management in- 


vite, close scrutiny from the owners of the business. 

table efforts have been made, for instance, by 
Jewel Tea, which entertains stockholders each year 
with a buffet lunch at a New York hotel. New York 


Central transports the owners via special train to 
Albany and provides a luncheon at a local hotel. In- 
cidentally, the Interstate Commerce Commission in- 
sists that even shareholders must pay their own 
way, but permits reduced-fare tickets. One of the 
brightest parties is provided by Jacob Ruppert at its 
brewery in New York. 

lany stockholders are drawn to annual meetings 
that are slated to develop struggles for corporate 
control. Recently, A. M. Byers’ management rounded 
up enough stock at a crowded and tumultuous annual 
meeting to defeat the opposition (it has two seats on 
the board) proposal to cut out rotated elections of 
directors and another proposal to remove the entire 
board of directors. As an out, the current manage- 
ment hopes to merge the company with General Tire 
& Rubber, thus defeating the insurgent stockholders. 
Meanwhile, stockholder interest has been whetted by 
the prospect of more meetings and more litigation. 
\nother meeting that is certain to attract share- 
ders who like food and/or fights is the annual 
sion of Fairbanks, Morse. A family-dominated 
company, it is an old-line producer of diesel engines, 
pumps and allied products. The company has gone 
through some lean years and, in the process, at- 
tracted the attention of Leopold Silberstein, the ag- 
gressive head of Penn-Texas Corp., who has gobbled 
u)) a number of concerns. He would like to add 


h 


S 


Fairbanks, Morse. 
It would be most unfortunate, however, if share- 
holders were to attend annual meetings merely to 
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witness a row, partake of luncheon or enjoy a ride. 
For then management, which was not particularly 
enthusiastic about submitting to questions and study, 
would have only to hold its meeting in some out-of- 
the way place, make the affair as dreary as possible 
and, in general, avoid the kind of interrogation that 
a dismal stewardship properly invites. 
Thousands of stockholders, who long have under- 
stood the duty and privilege of partnership in a 
publicly-owned enterprise, are well aware of this. 
The experience of attending an annual meeting of 
stockholders of some vast corporation, only to find a 
handful of the owners present, is not rare. Quite 
often, the president and the chairman of the board 
of directors don’t bother to attend. The secretary 
will mumble the minutes of the year-ago meeting 
and will inquire, rhetorically, whether there is any 


new business or questions from the floor. A split 
second later the meeting will be adjourned. The 


secretary or some other corporate official then will 
notify the press that “the meeting was routine” and 
the responsible leaders of that corporation will have 
another year in which to carry on without giving 
the partners in that business an account of their past 
activities, current prospects and all the other infor- 
mation and facts that stockholders should have— 
and need. 

In recent years, we have been treated to the 
spectacle, becoming ever more common, of women 
shareholders attending annual meetings. These 
ladies, for the most part, have asked some extremely 
pointed and shrewd questions. Quite often, these 
ladies are representatives of organizations dedicated 
to extracting the greatest amount of worthwhile in- 
formation from corporate directors. Their persistent 
questions have, at times, proved irksome to execu- 
tives, but this growing interest in the affairs of the 
company must be welcome, indeed, to those officials 
who are justifiably proud of their stewardship. 

Too many stockholders, be they owners of round 
lots or odd lots, feel that nothing they might say or 
do would alter the course of management. This is 
akin to the philosophy of the voter who remains 
away from the polls because his is only one small 
vote and then spends the time between elections be- 
rating the incumbent government. 
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Oils 

In recent performance only one 
important stock group has shown 
outstanding general strength— 
the oil group. Leading oils have 
long been favorites of institu- 
tional and individual investors, 
and with good reasons for popu- 
larity. Oil-product demand is sub- 
ject to assured moderate-rate 
growth. The industry is_ tax- 
sheltered by the heavy depletion 
allowance, contributing to lush 
“cash-flow” earnings and permit- 
ting expansion to be _ financed 
principally by internal funds. 
Dividends are mostly secure, some 
yields still fairly satisfactory. A 
number of dividend increases and 
stock splits has added to interest 
in the stocks, the most recent ex- 
ample of Big-Name oil splits 
being Texas Co. and Standard Oil 
(New Jersey). Although it has 
been troublesome from time to 
time, the industry’s supply-de- 
mand balance is favorable now, 
with prices generally firm. A 
boost in crude oil prices by sum- 
mer would be no great surprise, 
adding to profits of producers and 
well-integrated companies. Indi- 
vidual oil stocks recently attain- 
ing new bull-market highs in- 
clude Jersey, Shell, Socony Mobil, 
Phillips Petroleum, Pure Oil, 
Skelly, Standard Oil of Ohio, Sea- 
board and Superior. The way it 
is going now, quite a few others 
may well have done so by the time 
you read this discussion. 
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Selection 

We have recommended a num- 
ber of oils at prices much under 
present levels. It comes hard to 
keep on recommending them at 
higher and higher prices. To 
mention only two, advices on 
Phillips and Pure Oil have worked 
out very well. At least for long- 
pull purposes, we would still 
rather buy these stocks than sell 
them. Both companies rate high 
in per-share value of gas and oil 
reserves, relative to prices of 
their stocks. Others with indi- 
cated per-share value of oil-gas 
reserves well above current ad- 
vanced market prices for their 
stocks are Amerada, Cities Serv- 
ice, Gulf Oil, Ohio Oil, Plymouth, 
Skelly, Socony Mobil, Standard 
Oil (Indiana), Sun Oil, Tide 
Water Associated and Union Oil 
of California. 


Strong 

Aside from oils, stocks perfor m- 
ing well at this writing incli de 
American Tobacco, Island Crvek 
Coal, Sangamo Electric, Rohm & 


Haas, Firth Carpet, Reyno ds 
Tobacco, Reliance Manufactur- 


ing, Emerson Electric, Chicago & 
North Western, Lehigh Coal & 
Navigation, Lone Star Cement, 
Pittsburgh Consolidation Coal, 
Hershey Chocolate, Norfolk & 
Western, Virginian Railway, U.S. 
Smelting, Jefferson Lake Sulph 
McIntyre and Morrell. 


Disliked 

Stocks which are behaving rela- 
tively poorly at this writing— 
many have been doing so for some 
time—include Chrysler, Celanese, 
General Time, American Motors, 
Decca Records, Continental 
Motors, Twentieth Century-Fox, 
































INCREASES SHOWN IN RECENT EARNINGS REPORTS | 

1955 1954 | 

American Distilling Co. Quar. Dec. 31 $1.65 $1.37 | 
Bangor & Aroostook R.R. Year Dec. 31 6.70 3.46 
Eagle-Picher Co. Year Nov. 30 5.06 2.47 
American Steel Foundries Quar. Dec. 31 1.54 oe 
Outboard Marine & Mfg. Quar. Dec. 31 -90 39 
McKesson & Robbins Quar. Dec, 31 1.48 1.29 
Colorado Fuel & Iron Quar. Dec, 31 1.27 55 
Pittsburgh Metallurgical 6 mos. Dec. 31 2.86 .76 
Southern Natural Gas Year Dec. 31 2.37 1.89 
Best Foods, Inc. Quar. Dec. 31 -98 -62 

THE MAGAZINE OF WALL STREET 











th 





























ummm 






fo m- 
cli de 
Creek 
hm & 
no'ds 


ictur- 
A & 
val & 
ment, 
Coal, 
Ik & 
U.S. 
phur, 


ng— 
some 
nese, 
tors, 
ntal 
Fox, 




















Universal Pictures, Burlington 
Industries, Elgin Watch, Lionel, 
Minute Maid, Schenley, Game- 
well, International Packers, Na- 
tional Theatres, Reliable Stores, 
American Chicle, American Op- 
tical, Florence Stove, Green, Na- 
tional Fuel Gas and National Bis- 
cu 


February 
inuary was an uncommonly 
poor month for the market this 
year, Whereas the month has a 
lone-term record of net gain in 
roughly two years out of three. 
Th: February record shows some 
leaning to the downside, partly 
reficcting technical correction of 
January advances in many years. 
It has brought net decline for the 
industrial average in 32 years, 
gain in 26 years; with the rail 
average off on the month in 34 
ye. rs, up in 24, It has been a bet- 
ter-than-average February up to 
this writing—but what a certain 
m named “Ike” decides to do 
can largely determine where the 
averages close on February 29. 


Split of Splits 

ome stocks have been split 
several or more times over the 
years. A minority of rails has 
becn split once in our time, few 
more than once. Atchison, a pre- 
mier road, is one of the latter. It 
split 2-for-1 in 1951, and the 
management recently proposed a 
5-for-1 split. It will put outstand- 
ing shares at 24,276,600 million, 
with earning power (at the pres- 
ent level) of a little under $3 a 
share, with a dividend probably 
at least equivalent to 1955’s $8 
total, or $1.60 on the split shares. 
ie present stock is at 147, 
equivalent to 293% on a split basis. 
» far as this railroad is con- 
cerned, it is a split to end all 
splits, at least for many years to 
come, if not indefinitely. On a 





yield basis around 5.4%, Atchi- 
son is a better-than-average stock, 
but no bargain. Even with the 
best rails, fluctuation is wide. 
Thus, Atchison’s 1955-1956 range 
to date has been 162-1211!5; and 
its postwar range has been 162- 
33. It could go higher—but you 
probably will live to see it go sub- 
stantially lower. 


Cigarettes 

With the effects of the lung- 
cancer scare apparently wearing 
off, cigarette consumption rose 
moderately in 1955 and is likely 
to rise further this vear, perhaps 
equaling the 1952 record. With 
average selling prices higher, dol- 
lar sales are already at new peaks 
for the industry. Possibly re- 
leased by the time you read this, 
profit reports of the leading com- 
panies will make a good showing. 
American Tobacco recently raised 
its quarterly dividend from 8&5 
cents to $1 and voted a $1 extra, 
assuring a $5 total this year, 
against $4.40 in 1955. Yielding 
6° at 84, the stock could go 
higher and should be held. It was 
recommended by us at lower 
prices. So was Reynolds Tobacco 
“B”, now around 53. Reynolds 
probably netted around $5 a share 
or a little more in 1955, a new 
peak, against previous record of 
$4.19 in 1954. It is hard to see 
how it can miss $5.50 to $6 a 
share this year. The regular-rate 
dividend went from $2 to $2.40 in 
1954, and to $2.80 last vear. It 
probably will go to at least $3 this 
year, while $3.20 would be read- 
ily supportable and more in line 
with past payouts, making poten- 
tial yield 5.7% to 6°, against 
5.3% at present. The company 
has the best operating record in 
the industry. The stock is priced 
at less than 10 times likely 1956 
earnings, whereas peak price- 
earnings ratios in a number of 

















Daystrom, Inc. 

Technicolor, Inc. 

Menasco Manufacturing Co. 
Continental Motors 

Ideal Cement Co. 

American Agricultural Chem. 
Elgin National Watch Co. 
Procter & Gamble Co. 

Avco Manufacturing Corp. 


Lehn & Fink Products 





DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1955 1954 
9 mos. Dec. 31 $1.45 $1.53 
Year Dec. 31 1.03 1.18 
6 mos. Dec. 31 .22 41 
Year Oct. 31 .76 1.38 | 
Quar. Dec. 31 .87 .94 | 
6 mos. Dec. 31 .88 1.14 | 
40 weeks Dec. 3 95 1.41 | 
6 mos. Dec. 31 3.17 3.30 | 
Year Nov. 30 .05 .37 
6 mos. Dec. 31 51 1.03 | 
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years as late as 1953 ranged from 
around 16 to over 20. With the 
smoking-health controversy still 
not fully resolved, we cannot say 
what the potential ratio might be; 
but we think less than 10 is too 
low for this stock. We continue to 
think it is attractive for income 
and moderate, but worthwhile, 
further appreciation. 


Tax-Free 

The Pacific Northwest was 
formerly a stronghold of public- 
power advocates, but evidently 
many people have not liked what 
they saw in actual operation. The 
trend shown in local voting on 
power issues has turned in favor 
of private utilities. Among others, 
this favors Washington Water 
Power. So above-average 
population growth in the area. 
Earnings were $2.11 a share last 
vear, against 1954’s $1.90. They 
will be a little higher this year. 
Dividend policy is liberal. The 
rate, now $1.80, has risen in each 
of the last six years. It probably 
will be raised again late this year, 
perhaps to $1.90. At 37, the stock 
is on a yield basis of 4.8, or a 
little above the average for elec- 
tric utilities. However, the un- 
usual feature is that about 83% 
of 1955 dividends was not sub- 
ject to income tax, as figured by 
the management, due to utility ac- 
counting allowances having to do 
with accelerated amortization of 
new plants. A goodly portion of 
1956 and 1957 dividend payments 
is expected to remain tax-free. 
This makes the current net yield 
much more than 4.8% and gives 
the stock appeal, especially for 
higher-bracket investors. There 
are a minority of other utilities 
with partially tax-exempt divi 
dends, though the exemption is, 
of course, not permanent. It is a 
point to bear in mind when you 
compare yields of different utili- 


does 


ties. Where there is some tax 
exemption, net yield can differ 
considerably from gross yield. 


Among operating utilities listed 
on the New York Stock Exchange, 
last year’s tax-exemption on 
Washington Water Power divi- 
dends was by far the highest. 


Air-Conditioning 

This will in any event be a 
better sales year for the air-con- 
ditioning industry than was 1955, 
which started with a glutted trade 
inventory of room-cooler units. 
Inventories at the trade and 


(Continued on page 651) 
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WHAT’S AHEAD FOR BUSINESS? 


By E. K. A. 


Even before President Eisenhower projected a precarious 
balance of the national budget, it was generally agreed that 
there would be tax cuts. This belief was not based on budget- 
ary realities, of course, but on the political realities of 


a year in which a President 
would be elected. Although 
the President has said 
nothing in his budget mes- 
sage or elsewhere to en- 
courage the idea of iax 
slashes—quite the contrary 
~there is widespread belief 
thai taxes will be cut. How- 
ever, it now appears that 
tax cuts will be limited to 
low-income individuals. 

There was considerable 
hope, until recently, that 
business people and inves- 
ters would get some relief, 
but these groups have pretty 
much abandoned hope of 
any favorable consideration 
trom this Congress. Espe- 
cially hopeful were those 
manufacturers whose busi- 
ness has been hobbled by 
excise taxes, which are 
scheduled to expire on 
April 1. The President was 
especially firm in stating 
his opposition to letting 
these levies lapse and no 
help is to be expected from 
the Democrats, the majority 
of whom hope to win friends 
by favoring the low-income 
group. 

Mr. Eisenhower takes his 
highly conservative position 
on taxes because he be- 
lieves that tax cuts at this 
time would contribute to in- 
flationary pressures. A man 
of fiscal integrity, red ink 
irks him. He has not for- 
gotten that he started his 
term of office midway in a 
fiscal year thai turned up a 
deficit. Red ink showed also 
in the two succeeding fiscal 
years. Now the President 
is determined to wind up 
his term with a balanced 
budget. He has calculated 







that there will be 
a surplus of $200 
million over and 
above expendi- 
tures in a spending 
budget of $64.3 bil- 
lion. In the year 
following (starting 
July 1, 1956), the 
President again an- 
ticipates black ink 
will be used, with 
income to exceed 
outgo by $400 mil- 
lion in a budget of 
$65.9 billion. 


So for business 
men and investors, 
the prospect is for 
Governmeni spending on a vasi scale, which spells continu: 
high taxes. If the President is to realize his ambition of a 
balanced budge? in the current fiscal year and again next 
year ii will be because revenues increase—not because spen 
ing is slashed. 

About the only solace to the business and investment con- 
munities is that the high level of Federal spending will ser 
as a considerable underpinning to a ballooning economy that 
has sprung a few leaks. National defense accounts for the 
biggest volume of spending. The President, in the year to 
come, wants $35.5 billion for the military, or $1 billion more 
than he is spending in the present period. It also is clec 
from a study of the budget that military and economic aid 
to foreign lands is to climb—to $4.3 billion from $4.2 billion 
in each of the last two fiscal years. Next to defense, th 
largest single expense of Government is interest on th 
tremendous public debt. This is put at $7 billion for the year 
ending June 30, 1957. This compares with $6.9 billion in the 
curreni fiscal year and $6.4 billion for the year ended Jun 
30, 1955. 

The onerous burden to taxpayers growing out of servicing 
the national debt would seem to militate against any ta 
cuts at this time but, to repeat, this is an election year. 

Mounting cos? of paying interest on the national debt sten 
from policies adopted by this Administration. The debt itse 
is not slated to rise in the year ahead, but the rate of interes 
thai the Treasury must pay on its obligations is on the rise 
And interest rates are higher because this Administration i 
pursuing a policy of making money tighter and more expen 
sive to borrow. This is but another instance of the Adminis 
tration setting its face against inflation. 

However, there is no gainsaying the fact that the sam« 
thing cannot be said for the trend toward welfare projects 
and multi-billion foreign aid. The unfortunate fact is that the 
new budget calls for the biggest spending program in peace 
time history. 
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\ONEY & CREDIT—The key role of the investor in last 
ar’s business boom is highlighted by the figures on in- 
sstment funds supplied for all uses in 1955. No less 
an $41 billion was required last year, to supplement 
vailable capital, and this huge sum played a vital role 
enabling the economy to reach new heights. 

Some $26.8 billion of last year’s supply of capital 

nds went into long-term investment, with construction 

arnering the biggest share, as evidenced by the $17 
llion increase in outstanding mortgage loans. Net new 
yrporate issues came to $5.8 billion, somewhat under 

754 requirements, despite the gain in outlays for plant 

nd equipment. This was made possible by an increase 

available internal corporate funds. 

Estimates of this year’s demand for long-term invest- 

ent funds run to some $25.4 billion, a drop from 1955 

quirements, largely accounted for by an expected 

owing of residential construction and a consequent drop 
mortgage borrowing. Businessmen are planning to 

»end a great deal more for expansion this year than 
ist, but are expected to finance most of this via in- 
reased depreciation charges and a further gain in un- 
istributed profits. 

As usual, the biggest single source of investment 
noney will be the public, whose bank deposits, insurance 
sremium payments and other forms of savings will be 
hannelled into the capital markets. It is estimated that 
his year’s total! supply of long-term funds will fall some 
51.5 billion short of demand and that the commercial 
banks will be called on to make up the deficiency, just 
as they did last year. Of course, estimates this early in 
the year must be largely tentative in character and could 
be changed considerably by unexpected business fluc- 
tuations. 

The year to date has been a good one for fixed in- 
come obligations and most bonds displayed further im- 
provement in the two weeks ending February 6. Long- 
term Treasuries were fractionally higher in the latest 
period and yields on both municipals and high-grade 

corporates continued to ease. One good reason for the 
near-term strength has been the paucity of new issues. 
Tax-exempt flotations in January amounted to only $364 
million, compared with $541 million a year ago while 
new corporate bond issues fell even more sharply. How 
ever, an abrupt change in this situation is in the offing, 
as evidenced by the near-record volume of new offerings 
being readied for market. The indicated upsurge in new 
issues in coming weeks may bring about the year’s initial 
test of underlying investment demand. 


—-—OQ—— 


TRADE—Retail trade was well maintained during Jan- 
vary with wide-spread clearance sales attracting con- 
sumer attention. Dun & Bradstreet estimates that dollar 
volume during the month was about 5% ahead of a year 
ago. Latest figures, for the week ending Wednesday, 
February 1, were about 4% better than the corresponding 
1956 
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1955 week. In the most recent week, furniture and tele 
vision sets were moving in increased volume, but de 
mand for major appliances was somewhat lower. Auto 
dealers reported a slight gain in new car sales although 
stocks were still unwieldy in many cases. 


— — o-— 


INDUSTRY—Business activity rose further in the last half 
of January, according to the seasonally adjusted MWS 
Business Activity Index which stood at 227.2 in the week 
ending January 28, up from 222.1 in mid-January and 
220.2 at the end of December. Better than seasonal 
gains, in the past month, were achieved by electric power 
output, carloadings, paperboard production and steel 
output. 
—— 


COMMODITIES—The Bureau of Labor Statistics’ daily spot 

price index of 22 leading commodities, was slightly 

higher in the two weeks ending February 3, adding 0.4% 
(Continued on page 642) 
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Latest Previous Pre- , 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK | 
Date Month Month Ago Harbor* . 
| || MILITARY EXPENDITURES—$b (e) | Dec 3.4 3.0 3.6 1.6 (Continued from page 641) 
F Cumulative from mid-1940 Dec. 611.8 608.4 571.7 13.8 to close at 89.1% of the 1947-1949 
| | ’ dstuffs scored the bi 
|| FEDERAL GROSS DEBT-$b Jan. 31 280.1 2803 2785 552 | average. Foodstuffs scored the biggest 
advance, one of 2.0%. Fats and oils 
MONEY SUPPLY-$b gained 1.0% and textiles advanced 
j] Demand Deposits—94 Centers_ Jan. 25 58.7 58.6 58.7 26.1 0.7%. Metals and industrial materials 
{| Currency in Circulation_______ | Feb. | 30.2 30.4 29.8 10.7 continued to work lower, dropping 
(| BANK DEBITS—(rb)** 2.2% and 0.8%, respectively. | 
i] New York City—$b_________ | Dee. 68.7 682 626 161 cidiiiee 
i 343 Other Centers—$b_________ | Dec. 109.6 110.9 103.2 29.0 ¢ 
| . 
: ed b nu- 
PERSONAL INCOME-$b (cd2) Dec. 315.0 312.0 293.4 102 NEW ORDERS receiv Peas 
: facturers spurted to a new high in 
Salaries and Wages__.___--_-_--_._ } Dec. 216 215 199 99 aie 
5 ; December, reaching $29.3 billion on , 
Proprietors’ Incomes __________-__ Dec. 50 50 49 23 : , F 
ase a seasonally adjusted basis, a $1.0 
‘ Interest and Dividends ——==e | Dec. 30 28 27 10 pre ; : q 
| billion gain over November. The im- | 
Transfer Payments__._...._____._ | Dec. 17 17 17 10 anemnatn ean eoneeteatnd tn des 
‘| (INCOME FROM AGRICULTURE) Dec. 15 15 15 3 P re ¥ | 
able goods where new orders ad- 
POPULATION—m (e) (cb) Dec. 166.5 166.3 163.7 133.8 vanced by $900 million. Total ship- 
Non-Institutional, Age 14 & Over — | Dec. 118.0 117.9 116.8 101.8 ments during the month came to $27.3 ; 
Civilian Labor Force ———__ Dec. 66.6 67.2 63.5 55.6 billion, well below the level of incom- 7 
Armed Forces_____-_________—_ | Dee. 2.9 3.0 3.3 1.6 ing business and order backlogs rose Tt 
unemployed —______-___—_ | Dee. 2.4 2.4 2.8 3.8 further, hitting $55.5 billion. Although . 
Employed_______________—_ | Dee. 64.2 64.8 60.7 51.8 the December rise in new orders was N 
In Agriculture_____________ | Dee. 5.9 6.9 5.3 8.0 heartening, there were several factors 
Non-Form —___.____________ | Dee. 58.3 57.9 55.4 43.2 bolstering orders that month, which | 
Weekly Hours_.—_—___—— | Dec. 41.2 40.5 41.3 42.0 may not be operative in the future. mal 
EMPLOYEES, Non-Farm—m (1b) Dec. 51.2 50.6 49.5 37.5 Most important were large shipments | 
Government___. ____________ ] De. 7.3 7.1 7.2 4.8 of passenger cars to dealers, which | 
ee 117 1.1 11.4 7.9 are considered as synonymous to new 
See: Ae 13.4 13.5 12.6 7 orders. Such shipments have declined 
Weekly Hours. ______ ______ | Dee. 41.4 41.2 40.5 40.4 considerably since then. Another fac- 
Hourly Wage ($)___- __ -- —____ | Dec. 1.93 1.93 1.83 0.66 tor was the large placement of orders 4 
Weekly Wage ($)_______ ] Dee. 79.90 79.52 7412 21.33 | for — things as freight cars, to se- 1s 
cure advantage of accelerated amor- Or 
. 31 112.0 111.7 110.0 66.9 . . . ° 
ooo as a ’ ms one ws was tization. With this tax benefit no ° 
—- 68 Se see a ; ; . ‘ longer available, new orders in certain i 
COST OF LIVING (Ib2) oes. —_— wo ee sesape fields may drop considerably in com- 
Food ee 109.5 1098 1104 659 ing months. | 7 
Clothing —— ncaa: ae 104.7 104.7 104.3 59.5 ‘ “ m i 
a | CC 131.1 130.9 129.4 89.7 Ne 
<estg ep RREEENANNO REET ——_—_—— ssi 
RETAIL TRADE~$b** BUSINESS FAILURE came to 908 firms 0 
Retail Store Sales (cd) __._______ | Nov. 15.8 15.8 14.4 47 in December, 4% under November 4 
Durable Goods —- 5.7 5.7 49 1.1 casualties, according to compilations 3 
Non-Durable Goods __ __. | Nov. 10.1 10.0 9.4 3.6 by Dun & Bradstreet. For the year as 9 
Dep't Store Soles (mrb)________ ] Nov. 0.92 0.92 0.86 0.34 a whole, 10,969 concerns closed their “ 
Consumer Credit, End Mo. (rb)______ | Nov. 35.1 34.6 29.2 9.0 | doors, versus 11,086 the previous ‘ 
year. Biggest rise over a year ago 9 
MANUFACTURERS’ P : 
Sey Gieleinality Gut tere oo 293 28.3 24.8 146 was in the construction field, where 5 
the number of firms going out of busi- 4 
Durable Geods__._.£ . ...... j Dec. 15.6 14.7 12.0 7.1 . ‘ 3 
ness was 7% higher than in 1954. 
Non-Durable Goods___._ _______ ] Dec. 13.7 13.6 12.8 73 ‘g : 6 
> ae 7 7 24.1 8.3 LIABILITIES of failing firms in Decem- 4 
Shipments—$b (cd)—Totals**_______ | Dec. 27.3 27.3 4, . ‘ 
Durable Goods Dec 13.7 13.7 11.6 4.) ber amounted to $41,643,600, bring- ‘ 
re . : 
Non-Durable Goods_____ Dec. 13.6 13.6 12.5 4.2 ing the total for the year to $449.4 7 
million. This was 3% under the previ- 7 
BUSINESS INVENTORIES, End Mo.** ous year. Last year saw a slight in- 5 
Total—$b (cd)______________ ] Nov. 81.4 80.8 77.1 28.6 crease in failures of companies with. 5 
Manufacturers’___________ ] Nov. 45.6 45.3 43.3 16.4 liabilities of $1 million and over but 5 
Wholesalers’__-____ ] Nov. 12.3 12.2 17 4.1 there were fewer casualties of mod- : 
ee 23.5 23.3 22.1 8.1 erate sized enterprises. Concerns less 4 
Dept. Store Stocks (mrb)__-+-__»__ ] Nov. 2.6 2.5 2.4 1.1 than five years old continued to domi- 3 
BUSINESS ACTIVITY—1—pc Jan. 28 227.2 227.3 2033 141.8 nate the failure list, accounting for = 
(M. W. S.)—I—np__ ______._ Jan. 28 291.0 291.2 256.0 146.5 56.5% of the total. 
EI 
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latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
i Date Month Month Ago Harbor* 
; NDUSTRIAL PROD.—Ia np (rb) Dec 144 144 130 93 CASH DIVIDEND PAYMENTS by cor- 
t ne; Dec 127 125 116 87 porations issuing public reports rose 
Susie Gants Oi Dee 160 161 143 88 to $2,419 million in December, a 25% 
Non-Durable Goods Mfr. Dec 127 125 116 89 ‘ia ; P 
gain over a year ago. The month's 
a ee Jan. 28 692 699 642 933 dividends were marked by a large 
i t ' ’ 
~~ Jon. 26 355 359 331 379 volume of “extras” in many lines. 
—* —, 1 - . od Total dividends for th 
Grain Jan. 28 46 47 46 43 shite 5 vor me yeor G8 G 
whole set a new high at $10,435 
‘EC. POWER Output (Kw-.H.) m Jan. 28 11,512 11,521 10,003 3,266 million, 12% ahead of the previous 
OFT COAL, Prod. (st) m Jan. 28 10.4 10.6 88 10.8 year. The non-ferrous metal group 
Cumulative from Jan. | Jan. 28 40.8 30.4 34.6 44.6 had the biggest year-to-year gain, 
Case, Gad fie a Ses 68.4 70.3 2 61.8 one of 34%. Auto manufacturers paid 
ETROLEUM—(bbis.) m out 27% more and iron and steel 
pa Ovtput, Doily—________ | jan. 27 7.0 7.0 6.7 4.1 concerns raised their payments by 
nat On 0m — 4 a = ye - 18%. Mining company dividends were 
ag mngoee = 31% higher and railroads raised their 
) Heating Oil Stocks. Jan. 27 89 95 89 55 , ms 
disbursements by 12%. 
JMBER, Prod.—(bd. ft.) m Jan. 28 242 249 252 632 
Stocks, End Mo. (bd. ft.) b_-_--__ | Nov 8.6 8.6 9.2 7.9 as ba a 
TEEL INGOT PROD. (st) m Bee 6eS 00.2 $3 7a Manufacturers shipped 93.7 million 
Cumulative from Jan. 1 Dec 117.0 106.5 88.3 74.7 ' 
passenger car TIRES in 1955, a new 
NGINEERING CONSTRUCTION record and 21% ahead of 1954. Out- 
AWARDS-—$m (en) Feb. 2 533 362 280 94 
Gittins tom tem % Feb. 2 2126 1,593 1,575 5,692 put during the year amounted to 97.2 
asaaaannn million units. With production ahead 
ul P P : 
Paperboard, New Orders (st)t Jan. 28 259 250 244 165 of shipments, inventories at the — 
Cigarettes, Domestic Sales—b a 32 33 29 17 end had increased to 15,963,038 tires 
Do., Cigars—m | Nov 581 551 554 543 | in manufacturers hands, from 12,217- 
Nov 18 17 16 28 | 280 a year earlier. 


Do., Manufactured Tobacco (Ibs.)m. | 








b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes 
dib—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted inde 
1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. |b2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
ns. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compense 
on for population growth. pe—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers 
t—short tons. t—Thousonds. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
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1956 1956 
No. of 1955-56 Range 1956 1956 (Nov. 14, 1936 Cl.—100) High Low Jan.27 Feb.3 
ssues (1925 Cl.—100) High Low Jan.27 Feb.3 100 High Priced Stocks ......... 220.1 180.6 210.9 215.7 
00 Combined Average ....... 329.8 282.0 318.0 323.6 100 Low Priced Stocks ........... 392.5 343.5 381.6 386.1 
4 Agricultural Implements .... 348.7 264.9 317.3 327.3 be ee 806.0 649.1 771.5 749.2 
3 Air Cond. (‘53 Cl.—100)... 116.0 87.0 99.8 102.8 4 Investment Trusts 157.1 140.8 152.4 152.4 
9 Aircraft (‘27 Cl.—100) 1205.5 871.7 1088.5 1112.5 3 Liquor (‘27 Cl.—100) .......... 1155.7 961.3 984.8 995.0 
7 Airlines (‘27 Cil.—100)......... 1263.6 971.2 992.1 992.1 9 Machinery ... 395.8 317.7 378.1 393.5 
4 Aluminum (‘53 Cl.—100).... 388.1 191.1 351.9 355.6 3 Mail Order .... 234.1 159.3 204.1 208.5 
OD vccetcmnicnseame 180.6 147.0 147.2 155.0 4 Meat Packing 138.0 112.8 129.0 131.7 
9 Automobile Accessories ... 368.6 308.3 341.7 345.2 5 Metal Fabr. (‘53 Cl.—100). 187.0 155.9 183.3 187.0 
6 Aut bil 55.8 44.3 47.6 49.2 10 Metals, Miscellaneous .......... 452.3 358.2 413.3 409.0 
4 Baking (‘26 Cl.—100) ....... 30.6 27.8 28.4 28.1 4 Paper 1057.8 767.1 1007.8 1028.8 
3 Business Machines .............. 930.6 657.4 858.3 867.3 3 a 726.9 500.0 692.3 726.9H 
fC en 598.4 466.6 568.5 574.5 21 Public Utilities ......0.0c..cccsceeee 258.5 234.8 248.9 251.4 
fe 21.2 14.8 21.0 21.2H 7 Railroad Equipment ............ 90.6 73.4 85.2 87.0 
4c icati 116.6 100.7 104.9 105.9 re 77.9 64.7 71.3 73.6 
CTD cecneminccesinne 127.3 106.4 113.5 115.9 3 Soft Drinks 565.7 459.9 507.7 513.0 
7 tainers 769.8 675.1 731.7 739.3 TZ Seeed B WOR nreececcrovesercrecroece 320.9 219.2 290.1 293.2 
7 Copper Mining... 333.4 222.2 286.7 29846 4 Sugar 68.8 56.1 65.0 65.0 
2 Dairy Products ..... 127.0 111.7 111.7 115.2 BD iinet 964.0 813.2 858.9 904.6 
6 Department Stores 100.2 80.0 87.1 88.1 11 Television (‘27 Cl.—100)...... 47.3 40.7 41.0 41.4 
5 Drugs-Eth. (’53 Cl.—100)..... 178.2 129.6 165.0 165.0 5 Textiles 188.9 148.4 178.9 177.0 
6 Elec. Eqp. ('53 Cl.—100)... 182.5 151.3 178.9 180.7 3 Tires & Rubber ................. 182.7 137.8 171.7 177.0 
2 Finance Companies ......... 651.1 565.1 572.0 595.8 5 Tobacco 95.7 81.9 94.8 96.7 
6 Food Brands  ............csee0e 300.6 256.2 284.0 289.9 i 315.0 286.9 293.0 295.9 
So Te GD nce 163.7 137.7 157.6 162.4 15 Unclassif’d (‘49 Cl.—100).... 158.1 141.9 147.8 147.8 

H—New High for 1955-1956. 
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Trend of Commodities 





Most commodity futures were strong in the two weeks 
ending February 6 and the Dow-Jones Futures Index ad- 
vanced 2.68 points to close at 153.74. May wheat added 


: 3 cents in the period under review to close at 209%. 





Congressional maneuvers to tie high price supports to 
the Administration’s farm aid program encouraged 
buyers. Drought-breaking moisture in important produc- 
ing areas held back new crop futures to some extent. 
Wheat exports from July through January 20 amounted 
to 109 million bushels, 10 million bushels under the cor- 
responding period of the previous season. However, the 
CCC is making deals with foreign countries for large 
quantities of Government-held wheat and this should 
bolster export figures in coming months. The fortnight 
ending February 6 saw May corn match the advance in 
wheat, with a 3-cent gain, to close at 134%. Large 


quantities of the feed grain are apparently going intc 
the loan and this is encouraged by the fact that the sup 
port level is some 42 cents higher than average farn 
prices. Corn producers have until May 31 to take advan 
tage of the loan and a heavy flood of placements coulc 
tighten free supplies appreciably. May cotton added 8- 
points in the period under review to close at 34.55 cent: 
a pound. A large number of bills designed to raise cottor 
prices have been introduced in Congress and this ha: 
naturally strengthened bullish sentiment. May rubbe: 
gained %-cent in the two weeks ending February 6, tc 
close at 37%, where it was still 9¥2 cents under the hig! 
for the life of the option, reached in September of las 
year. Trade bullishness of some months ago has nov 
largely evaporated, with lower auto production reducin< 
consumption estimates. 





WHOLESALE COMMODITY PRICES ) 











































































































130 . 
ALL COMMODITIES 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — 1947-1949, equals 100 


Date 2 Wks. 3 Mos. 1 Yr. Dec. 6 
Feb.3. Ago Ago Ago 1941 
22 Commodity Index ...... 89.1 88.7 88.5 92.1 53.0 
FP Kccccisctnnnsccses 76.5 74.9 76.9 90.7 46.5 
12 Raw Industrial .......... 98.8 99.6 97.4 92.9 58.3 





RAW MATERIALS SPOT INDEX 
AUG. SEPT. OCT NOV. DEC JAN. FER. 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1955-6 1954 1953 1951 1945 1941 
165.3 154.4 162.2 215.4 111.7 889 
153.6 147.8 147.9 1764 98.6 58.2 


1937 
86.6 
54.6 


1938 
57.7 
47.3 


Date 2 Wks. 3 Mos. 1 Yr. Dec. 6 

Feb.3 Ago Ago Ago 1941 
ne 124.3 1269 117.2 102.1 54.6 
ID ctanatecoenntesiiees 81.3 80.6 80.4 86.5 56.3 
cennesneiinidintien 63.9 63.2 64.4 69.0 55.6 


4 Fats & Oils 


‘COMMODITY FUTURES INDEX | 
AUG. SEPT OCT NOV. DEC JAN. FEB. 
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Average 1924-26 equals 100 


1955-6 1954 1953 1951 1945 1941 1938 1937 
High ...... 173.6 183.7 1665 2145 958 743 658 93.8 
LOW  seseesee 150.4 167.3 153.8 1748 83.6 587 57.5 647 
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Aluminum 
The Versatile Metal 





(Continued from page 619) 


© alumina, procured under long-term purchase con- 
) tract from a Reynolds Metals Co., subsidiary, has 
© an in sot capacity of 120 million pounds, substantial 
) porti ns of which will be taken by Anaconda Wire 
& C: ole Co., which has five separate fabricating 
alum .oum mills in the U. S., and Anaconda’s 
Ame: can Brass Co., which is expanding its facili- 
| ties t rough a $25 million integrated aluminum mill. 


Ot' er newcomers in the primary aluminum field 


are t e Harvey Machine Co., and the Olin Mathieson 
Chev cal Corp. The Harvey company, which has a 
5% terest in the Anaconda Aluminum Co., at 


Colu' bia Falls, Mont., expects to have its new 108 
milli pound primary aluminum plant at The 
Dalle , Oregon, in production late this year. 


Ol. Mathieson Chemical’s entry into the alumi- 


FP num field involves an initial investment of $120 
' millin, $30 million of which will go for a power 


plant to be erected on a new major coal mine, owned 
and « perated by Pittsburgh Consolidation Coal Co. 
The ; enerating station will be made up of two units 
of 2: 5,000 kilowatts each. One will be operated by 
Ohio Power Co., an American Gas & Electric sub- 
sidia: y, and the other by a subsidiary owned jointly 
by FP ttsburgh Consolidation and Olin Mathieson. 
Acco: ling to current plans, $90 million will go into 
a fully integrated plant rated at 120 million pounds. 


Wi h the completion of those facilities planned or 


being built, as set forth in the accompanying table, 
primary aluminum ingot capacity in the U. S. will 
have increased from approximately 1.6 million short 
tons at the end of last year to more than 2.1 million 
tons. a necessary increase according to the in- 
dustry’s leaders, if there is to be enough primary 
aluminum to satisfy the growing demands of the 
light metals casting, fabricating, processing and 


consiming industries. Despite the record domestic 


This uptrend in aluminum consumption is ex- 
pected to continue at a rate that by 1960 will have 
increased demand by 40° to 50°, and requiring 
the American aluminum industry to produce at the 
rate of close to 3 million tons. Supporting this out- 
look is the increasing use of the metal by the con- 
struction and the transportation field, especially in 
the building of lightweight railroad cars such as the 
Talgo and the Aerotrain, and in the construction of 
automobiles and other vehicles. These are only a few 
of the rapidly growing applications. Others are in 
the electrical industry, packaging and containers, 
consumer durable goods and in accessories such as 
signs and railings for the highways now under con- 
struction and to be constructed. 













































Aluminum, while competitive with copper and 
some of the other metals for some purposes, is find- 
ing an increasing number of uses in varied indus- 
tries solely on its own merits. It is extremely light, 
weighing about one-third as much as iron, steel, 
copper and brass, and through alloying its tensile 
strength can be increased to that of mild steel, giv- 
ing it the desirable combination of light weight with 
high strength. Moreover, it resists corrosion, a fac- 
tor which, along with its ability to reflect light and 
radiant heat, is increasing its acceptance by archi- 
tects as a utility and decorative material in the con- 
struction of the modern skyscraper and other types 
of buildings. 


Backing up this estimate of aluminum’s future, 
Kaiser Aluminum & Chemical plans to spend about 
$280 million to boost ingot capacity by about 50%, 
and possibly another $120 million to expand fabri- 
cating and chemical facilities. Reynolds Metals, a 
few weeks ago, offered its stockholders 800,000 
shares of new 4.75‘~ cumulative preferred stock at 
$50 a share, or a total of $40 million which will go 
toward defraying, in part, its $230 million plan to 
increase ingot capacity and expand other facilities. 
At Listerhill, Ala., it is constructing another ingot 
plant of 100,000 tons capacity. This new plant, 
scheduled to go into operation in 1957, will supply 






















































production last year of more than 1.5 million tons Ford Motor Co., under a 10-year contract recently 
of primary aluminum, which compares with 718,622 entered into by the two companies. —END 
tons five years earlier, the 
met was in short supply. 
Although Government  stock- —~_——~ - —— . 
piling of the metal in the first 
half of last year aggravated a Statistical Data On Four Aluminum Companies 
tight situation, such calls on 
the industry were eliminated 1955 
r substantially reduced but 9 Months 
still the supply of aluminum Soles Comings Ow Recent div 
was not sufficient to meet the me ee -_ ~_ — 
demands from the _ building, 
transportation, electrical, ap- Aluminium Ltd. $275.9 $3.69 $2.20 101 2.1° 
pliance, and other industries. 
Except for brief periods in 
1947. 1949 and 1954, this sup- Aluminum Co. of Amer 631.6 2.65 1.20 87 1.3 
ply and demand situation dif- 
fered little from that which | Kaiser Aluminum & Chemical 154.5 1.20 75 37 2.0 
existed since World War II as 
an ever-growing number of 
eng neers, artisans and crafts- Reynolds Metals 318.0 2.72 60 50 1.2 
g men came to appreciate the in . 
qua ties of the metal for var- 1-6 mos. ended Nov. 30. —10 mos. ended Oct. 31. 
lous purposes, leading to an 
juny ‘ecedented growth in civil- —Plus stock. 
lan applications. . 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 


2. Confine your requests to three 


intervals. 


listed securities at reasonable 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


ul 


Special rates upon request for those requiring additional service. 





Diamond Match Co. 

“Please advise on diversification prog- 
ress of Diamond Match Co. and include 
late earnings, financial position and 
prospects.” P. E., Boston. 

Diamond Match Co. remains 
the nation’s largest producer of 
matches, a position it has held 
since its formation in 1881, but 
the company’s growth and devel- 
opment in other fields has accel- 
erated in recent years to where, 
today, matches represent less 
than 18 of its overall business. 

With the acquisition of Gen- 
eral Package Corp., now a divi- 
sion of the company, Diamond 
has become the predominant com- 
pany in the manufacture of 
molded pulp products. In addi- 
tion to egg cartons, these prod- 
ucts include disposable food 
plates for home, industrial and 
institutional use, pie and cake 
plates for bakery use, plus a com- 
plete line of “Foodtainers,” espe- 
cially designed containers used to 
prepackage fresh meat, fruits 
and other produce for mass dis- 
tribution in grocery stores and su- 
permarkets. Approximately 15% 
of the meat sold in the United 
States is now prepackaged and it 
is reasonable to expect this figure 
to increase substantially in the 
years ahead. 

Net earnings of Diamond Match 
in 1955 increased 19% over the 
previous total and attained an 
all-time high of $9,108,000. After 
deduction of preferred dividends, 


646 


earnings per common _— share 
amounted to $3.02, compared with 
$2.44 per share in 1954 (based 
upon the increased number of 
shares presently outstanding). 

Sales in 1955 totaled a record 
$128,800,800, against the previ- 
ous high of $123,600,000 a year 
earlier. 

All figures for both years in- 
clude the full year’s operation of 
General Package, which was ac- 
quired by Diamond on May 31, 
1955. 

The improvement over 1954 re- 
flects increased activity of Gen- 
eral Package, the nation’s largest 
producer of egg cartons and egg 
packaging equipment; increased 
sales of Diamond’s 106 retail 
lumber and_ building = supply 
vards; capacity operations of the 
company’s Molded Pulp division. 
Sales of matches and woodenware 
products were also ahead of the 
previous year. 

The company recently voted to 
redeem 150,000, or 25%, of its 
600,000 shares of outstanding 
$1.50 cumulative preferred stock. 
The stock is callable on March 31 
at $34 a share plus accrued divi- 
dends. This action will reduce 
the company’s current preferred 
dividend requirements by $225,- 
000, an amount equal, on an an- 
nual basis, to 8 cents per common 
share. 

The financial position of the 
company continues strong, with 
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current assets at yearend equ it 
eight times current liabil ties 
Cash and equivalent assets ota 
more than $32 million, or apy rox. 
imately $11.80 per common s' are 
Due to heavy demand, Diar ion 
has plans to construct a _ ne 
molded pulp plant on the ‘Ves 
Coast, which will coordinate th: 
Molded Pulp Division and _the| 
General Package Division. M :an.! 
while, the company is procee ling 
with plans for construction c ° a 
integrated forest products p ant 
near Red Bluff, Calif. The ney 
mill will be adjacent to the «on 
pany’s principal timber holdings 
totaling 220,000 acres on_ th 
western slopes of the Sierra Ne 
vadas, and is part of the co ipa-| 
ny’s over-all program to achiev 
increased utilization of its timbe: 
resources. 
Consecutive 


dividends ave 
been paid since 1882. Curren 
quarterly rate is 45 cents pe 
share. Prospects continue fa vor- 
able. 


Johns-Manville Corp. 
“Thank you for your recent lett 
which you advised on three stocks 
own. IT am interested now in Johns 
Manville Corp. and would appreciat 
your supplying the latest data ov th 
company.” S. C., Portland, Or 

Johns-Manville Co. is the larg: 
est manufacturer of  asbestoi 
products in the United States. I! 
also makes a wide variety of |ines 
from other basic materials sue! 
as magnesia, limestone, asphalt 
etc. Output includes over 400 line: 
of products. The company cor: 
trols its raw material sources, wit! 
the exception of asphalt. Its po 
sition is fortified by progressive 
products development and _ re 
search policies entailing large cap 
ital outlays. 

For the sixth consecutive yeal 
Johns-Manville’s sales volume il 
1955 established a new high ree: 
ord. Sales were $284,741, 198 
compared with $253,151,584 i 
1954. Consolidated net earnings i! 

(Please turn to page 660) 
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CHESSIE’S BEST YEAR 


BEST EARNINGS IN COMPANY HISTORY of $58 million, were up 45‘, from $40 
million the year before. This is $7.25 a common share, compared with $5.01 in 
1954... Effective with the final quarter, the dividend on common shares was 
increased to 87!5 cents from 75 cents, raising the annual rate to $3.50 from $3. 


BEST OPERATING REVENUES of $380.3 million were 25 per cent greater than the 
year before .. . Best merchandise traffic revenues of $163.2 million were earned 
for moving a record tonnage of general freight ...Coal and coke revenues of 
$189.3 million, second highest in C & O history, were earned for moving coal 
tonnage which was almost one-third greater than the year before. 


BEST CASH POSITION of $88 million and best working capital of $49 million were 
on hand at the year end... At the same time, $16 million of debt was paid off, 


although $37 million was spent on new equipment and improvements. 


BEST YEAR THAT 1955 was in C & O history, indications are that 1956 will be 
equal to it, probably even better. 


Would you like a copy of the best Annual Report in Chessie’s history? Just write: 


3817 Terminal Tower « Cleveland 1, Ohio 






Chesapeake and Ohio Railway 



























































Guided Missiles: A Military 
and Manpower Scramble 





(Continued from page 628) 


visions to cope with its growth 
in this new field. Autonetics Divi- 
sion develops and produces in the 
field of automatic navigation and 
electrochemical control systems 
for airplanes, missiles and elec- 
tronics. Rocketdyne Division de- 
velops and manufactures high- 
thrust rocket engines for guided 
missiles and armament rockets. 

The company has achieved con- 
siderable success with its SM-64 
Navaho long-range guided mis- 
sile, a surface-to-surface device 
designed for strategic missions. 
North American began working 
in missiles, propulsion and guid- 
ance systems a decade ago. In 
addition to supplying rocket en- 
gines for the Air Force, Rocket- 
dyne also is developing and 
manufacturing propulsion sys- 
tems for other missile manufac- 
turers. Rocketdyne has developed 
and is supplying rocket engines 
for the Redstone surface-to-sur- 
face ballistic missile program of 
the Army Ordnance Division. As 
a result of this experience in rock- 
et propulsion, Rocketdyne also 
has designed, developed and 
manufactured several types of 
small liquid-propellant and solid- 
propellant armament _ rockets 
under experimental and service 
test programs. 

Indeed, the stake of North 
American in the missiles and al- 
lied fields is so vast that space 
does not permit the complete list- 
ing of devices. While aircraft pro- 
duction continues to account for 
a major portion of the company’s 
business, its growth in these rela- 
tively new lines has created a 
stronger base of operations. 


Northrop Aircraft, Ine. has 
achieved considerable progress in 
the Snark guided-missile pro- 
gram. The Snark is a long-range 
pilotless bomber capable of carry- 
ing atomic weapons and is said 
to be one of the principle strate- 
gic missiles now under develop- 
ment. The company also turns 
out such components as guided- 
missile propellant valves. 

Radio Corp. of America scien- 
tists, engineers and technicians 
are actively participating in nu- 
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merous projects related to the 
guided-missiles program. Sperry 
Rand, International Business Ma- 
chines, General Electric, Bendix 
Aviation, Eastman Kodak, Lock- 
heed Aircraft, Ryan Aeronautical 
and dozens of other companies 
have a sizable stake in this bur- 
geoning segment of the defense 
establishment. —END. 
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and 1938-39. One of its strong 
points has been the 100 miles or 
so of rail that stretches deep into 
the Mesabi iron ore range in Min- 
nesota, from which is scooped 
most of the ore treated in the na- 
tion’s steel furnaces. GN totes 
23° of the iron ore originated by 
all carriers, is only outranked by 
United States Steel’s wholly-own- 
ed Duluth, Missabe & Iron Range 
Railroad, which totes 36°. The 
haul to the Great Lakes for trans- 
shipment by boat to steel centers 
is a short one (less than 100 
miles) and the loads are subject 
to the cyclical demands of the 
steel industry. Yet ore has proved 
a very profitable business over 
the years for GN, accounting for 
at least 10% of revenues each 
year. 

In addition, the road serves the 
lush wheat-producing area of the 
Red River Valley, the manufac- 
turing cities of St. Paul and Min- 
neapolis. It picks up lumber in 
Washington and Oregon, cattle in 
Montana, fish from Puget Sound, 
all of which provide a healthy di- 
versification of freight. Manu- 
factured goods account for 30% 
of revenues, agricultural produce 
31%, mine products 18% and 
forest products 14%. 

While not among the first rail- 
roads to dieselize, GN has been 
progressive in that respect, now 
owning a fleet of more than 600 
units. But it keeps close to 350 
steamers on hand as a reserve to 
help during the unusually busy 
harvest months. A 100% diesel- 
ization of roads, which have 
heavy seasonal demands for serv- 
ice usually is not feasible. In fact, 
like other Northwest roads, GN 
often totes up losses in the winter 
months, when blizzards are ram- 
pant; makes them up in the lush 
summer period. 

Passenger service has_ been 
stressed, and the road has some 
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fine “name” trains with vist 
domes to advertise its scenery) 
In 1954 it launched a profi‘ab}! 
trailer service, now owns aboy' 
40 trailer units. Last year i* be. 
came among the first roads to ip. 
stall a Univac system to help pro 
ess data. 

Revenues in 1955 reached 3267) 
million or a scant million do lar 
under the $268 all-time re:or 
achieved in 1953. However, n¢t ip. 
come set a new record at $32 mil. 
lion, well above the $29 mi lio 
earned in 1953 and the $25.5 mil 
lion in 1954. On a per share } asi 
earnings were $5.27. 


NP Today 


While the age of the rail ‘oa 
moguls is over, the age of s:ock 
speculation is not. Land-rich NP * 
despite its conservative na ur 
these days, found itself rig 
the middle of such a frenzy a fey 
years ago. As far back as th 
1930’s oil was found in Mon an: 
and Wyoming regions where NI 


owns land, but there was | ttk T 
fanfare. Then, in 1951, oil wa 
discovered in large quantitie: in” Th, 


the Canadian portion of the Vi 
liston Basin, and the wildcat er: 
pell-melled ; a vear later NP’s |an i 
in the U. S. portion of the Basin® 2° 
produced black gold. Immediately” $1. 
the stock boomed, from 31 in 195! 

to a high of 94 in 1952. Todayh p, 
the same stock sells at 71. Oi! o ; 

not, that is far below the 1929) [im 
level of 118, or the 1,000 high ! 
reached in 1901. in 

Meanwhile, NP’s president Ro pla 
bert S. Macfarlane has cautione 
restraint: “Ownership of sub 
stantial acreage ... does not carry 
with it the ability to peer into th de 
future or thousands of feet belov 
the surface of the earth.” 

In 1954 oil added $1,300,00 
to NP’s coffers and probably that 
figure has risen by several hun- 
dred thousand dollars for the 
1955 period. That is a drop in the 
barrel compared with $34 millior I 
received by Union Pacific in 1954 ( 
from its oil properties. Hence the 
growth of NP’s oil income is ex- 
pected to be steady rather than 
spectacular. 

Once primarily an agricultural 
road, NP has good diversification. 


ab 





True, wheat, barley and rye stil! N 
account for about 12% of rev- ‘ 
enues about the same as they «lid N 

in 1947. Bituminous coal rev- 
enues, which accounted for 4.6% R 
of revenues in 1947, now yield NE 
(Please turn to page 654) = 
ee 
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Net INCOME FOR THE 


CELOTEX 


elotex Corporation. Earnings rose to $5,081,643, 
of 58 per cent over 1954, and sales increased 
cent to 871.136.590. 


s $2.40 per share as compared with the rate of 


The annual dividend rate 


)a vear ago. 
new gypsum board plant was completed at our 
Clinton, Ohio properties. and another production 
was added at Marrero. Louisiana for the manu- 
re of Celotex acoustical products. Present plans 
de starting construction at an early date of new 
t facilities to cost approximately $7,000,000, 

1956, an expected total building activity compar- 
to that of 1955 should provide a continued high 
ind for our products. 


y 4 
“PP 
DE Lp avtl 
PRESIDENT 
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COMPARATIVE STATEMENT OF INCOME 
FOR THE YEARS ENDED OCTOBER 
1955 1954 

Nev SAEES ...cccccveccesss Sthanoee S62.2Z51525 


OSTS AND EXPENSEs: 

Cost of sales and selling and 
administrative expenses. 57,958.129 

Provision for depreciation 
and depletion 2.085.338 

Tora Costs AnD : 


EXPENSES 587.889 


6.669.734 


22.915 


60.043 167 > 


11.093.123 
13.520 





NCOME FROM OPERATIONS... 
THER INCOME (net)....... 
NCOME Berore INCo@ME 
TAXES es 

*ROVISION FOR INCOME TAXES 


11,106.643 6.692.649 
6.025.000 3.490.000 
5.081.643 $ 3.202.649 





YEAR.. $ 




























| ‘|955...a year of important growth 
aie UE ein sti lk dilionialal progress for 


ASSETS AS OF OCTORFEE 
CurRRENT ASSETS: 1955 
Cash and U. S. Government securities $10,509,598 
Accounts receivable (less reserve 9 O04. 121 
Inventories 5.983.417 
Porat Current Assets 25.497.136 
Property. PLANT AND EQuipMeN? ~. 46.735.238 
Less: Reserves for de preciation and depletion 20.107. 164 
Net Prorverty. PLANT AND 
EQuiIpMEN1 26 628.074 
SECURITIES AND MISCELLANEOUS INVESTMENTS 
Eve aye 1.618.761 
Prevaip Expenses AND Dererrep CH arces 800.886 
Tora Assets . $54.574.857 


LIABILITIES, CAPITAL STOCK AND SURPLUS 


CuRRENT LIABILITIES: 


Accounts payable .......... » § B62 Se 
Accrued expenses 1.935.066 
Provision for taxes (less U.S. Treasury 
obligations ) 693.295 
Payments on long-term debt due within one 
veal 700.000 
Torat Current Liapiniries 6.950.493 
Lonc-Term Dest Due Arrer One Year 8.229.500 
Reserve FoR Dererrep Feperat Income Taxes ~ 167.000 
Net Wortu: 
Preferred stock 5.137.250 
Common stock 878.65] 


ee 6.325.253 
Earned surplus ee eee 26.886.710 
Net WortH ) 
r Wort 


Toral 


Tora LIABILITIES AND Ni 


Copies of our Annual Report for the fiscal yea 
ended October 31, 1955, are available 
Secretary, The 
Corporation, 120 South La Salle 


upon 
request. Write to Celotex 
Street, 


Chic ago 3, Illinois. 




















Keeping Abreast of 
Industrial and Company 
News 





(Continued from page 636) 
the 1954 level. 


tegular as rain, some stock- 
holders in American Telephone & 
Telegraph ask for a stock split. 
This year is no exception. The 
latest request calls for a four-for- 
one split with an increase in the 
dividend rate from the $9 a share 
now paid to $11. Over the years 
AT&T has clung to its $9 divi- 
dend, paid since 1922. Altogether, 
there are 1,300,000 stockholders 
and 60,000,000 shares of stock 
authorized. Along with General 
Motors and General Electric, 
AT&T is probably one of the 
stocks best known to investors, 
large and small. 


Underwriters do not like to see 
a stock they have just put on the 
market slip below the offering 
price. Psychologically, it can have 





reiaung to the stock of 











A.T. & T. is calling... 


its 334% Convertible Debentures of 1965 
for redemption on May 1, 1956 at 106% 


After May 1, 1956, interest on these debentures will 
ceuse to accrue and they will no longer be convertible. 
Copies of the notice of redemption and of a Prospectus 
A.T.&T. into which these 
deventures are convertible may be obtained from the 


office of the Treasurer. 


AMERICAN TELEPHONE AND TELEGRAPH 
COMPANY 





an embittering effect on small 
stockholders. Several weeks ago 
the investment world watched ex- 
citedly when the first public offer- 
ing of Ford Motor Co. stock was 
made. The price to the public: 
$64.50 a share. In the first few 
days’ scramble for the new stock 
the price rose above $70. But soon 
the underwriters were fighting to 
stabilize the price at the offering 
level. That proved too high for the 
lower market and a few days later 
the underwriters withdrew from 
the market, and the stock fell to 
around 60. 

In a preliminary report on last 
year’s results, Underwood Corp. 
estimated that 1955 sales were up 
10% over the $75.9 million re- 
ported for the year earlier, and 
earnings are expected to show a 
greater increase. Looking ahead, 
company officials predict sales in 
the first half of about $48 million, 
compared with $40 million in the 
same 1955 period. The second half 
of the year is also expected to be 
better, since sales in the same 
1955 period were hurt by exten- 
sive flood damage to the com- 
pany’s important Hartford, Conn., 
plant. In line with its good show- 





195 Broadway, 
New York 7, N. Y. 

















ing, Underwood doubled its las 


quarterly 1955 dividend to 5i¢. 


For stockholders, 1955 was th? 


best year ever. The Department « 
Commerce reports dividends pai 
by U.S. corporations amounted t 





a 





if (¢ 


$10.4 billion, or 13° more tha ma? 


the prior record of $9.2 | llioed 


achieved in 1952. Out of the 2 
industry groups covered by the ref 
port, 19 paid more dividends thay! 
in 1954. Exception: textile ap 
leather paid about the same a; th: 
year before. Big increases went t 
stock-owners in non-ferrous me 
als, automobiles, iron & stee ar 
chemical industries. Among th 
non-manufacturing groups, tl} 
biggest gain was in mining-con 
pany dividends, which rose by 


spectacular 66°% from 1954 love 


As farm income slid downy ar 
over the past year, criticism ‘os: 
Farmers griped that while the 
received lower prices for he 
produce the drop had not bee. r 
flected fully in lower retail fo 
prices. Last week Paul S. Willi 
president of the Grocery Manufa 
turers of America, sought tc dis 
pel the charge of “profiteering 
with some down-to-earth figure: 
First of all, he pointed out con 
bined net profits of grocery man 
facturers and distributors run ¢ 


a rate of 3 cents of the consumers} 


food dollar compared with 6 cent: 
in 1939. He stated the increase 
spread between farm and consum 
er prices is accounted for b 
“higher wage costs, higher trans 
portation costs and higher Fede: 
al income taxes.” For the food i 
dustry, Willis predicted a brigh 
future. Declaring the America 
people have no “fixed stomach” be 
said food consumption can it 
crease by $30 billion by 1966 t 
reach the $100 billion level. Sai 
he: “Americans are eating mor 
tastier, better and easier-to-pre. 
pare food.” —EN 





In March 3 Issue: 


The Independents 
of the Auto Field 
—tTheir Plight 


and Their Plans 
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to 50¢. For Profit and Income 
> Was th | — 
— mi j (Continued from page 639) 
oo ol manvfacturing levels are now 
2 b lligh healt)y, and orders of manufac- 
f the gfpturer are well above year-ago 
by ther level Given norma] summer 
nds that weat' er, profits of makers should 
tile ant) excec! last year’s. But it is a nar- 
ne as thie row- argin business. The money 
$ went pa is in ieavy industrial-commercial 
ous me.) insta ations, where there is con- 
stee ane tinu moderate-rate growth; 
ong th and, oa lesser, but growing ex- 
ips, th) tent. in equipment for year- 
ing-conj arou dl air-conditioning of devel- 
se by we opm: it homes. Conditions will 
54 Jovelm rem: n highly competitive in 
ever’ phase of the air-condition- 
wnv ari) ing | isiness, but “cutthroat only 
sm -ow inre om units. Even in the latter, 
‘ile the.) Some money can be made in a 
or her) good year. On an over-all basis, 
bee pw) Carr er is the best air-condition- 
ail fooms ing tock. Two runners-up are 
. Willie York Corp. and Trane Co. So far 
fanufa, @ | ofits are concerned, talk 
t te dix abou the air-conditioning boom 
teer ing has een quite exaggerated. We 
fig ire find. hard to view the stocks with 
ut om), more than lukewarm favor at the 
y manu Present time, though, on the basis 
; run gm Of the industry’s better 1956 pros- 
sumer pect. they would seem to be in 
6 cent line or some degree of specula- 
crease tive play between now and sum- 
‘onsuma Me! Fedders-Quigan has rela- 
for by Uvely most to gain from an im- 
r trans) PPO’ ed situation in room units, 
Fede, ™ terms of percentage lift in 
Food inf, earnings, the latter having been 
brigh}, qite poor last year. The stock, 
nerias alre dy up from 1955 low of 9 to 
ach” he 11°; and showing some volume 
an fe den and at this writing, might be 
1966 tp the logical choice for a purely 
J] Sei spe: ilative “play” on a medium- 
> more basis. 
-to-pre- 
a o Quick Assets 
— Net working capital per share 
consists of cash or equivalent, in- 
ventory and accounts receivable, 
Ss less all current liabilities. It is 








sonietimes referred to as quick as- 
sets, although at times inventory 
turnover and collection of receiv- 
ables can be less than “quick”. 
It has little to do with stock prices 
or values. The latter are deter- 
mined basically by earnings and 
div dends. But some people like 
stocks with high ‘“quick-asset” 
values per share. Three of better- 
(Please turn to page 652) 
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Plant Site with a Big Future... 


or 
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located to serve A an area where 


MORE PEOPLE buy MORE PRODUCTS 
than anywhere else! 


Plants producing for consumer or industry 
find their greatest concentration of demand 
B&O’s Land of Big Opportunity. River 
sites —SEABOARD sites—available for your 
plant—an acre or a thousand! Let us 
show you on the ground, or at your desk 
with modern airviews and with 3-dimen- 
sional color. Ask our man ! 


B&O Plant Site men are located at: 

Baltimore 1 Phone: LExington 9-0400 
New York 4 Phone: Digby 4-1600 Cincinnati 2 Phone: DUnbar 1-2900 
Pittsburgh 22 Phone: COurt 1-6220 Chicago 7 Phone: WAbash 2-2211 


Baltimore & Ohio Railroad 


Constantly doing things—better! 
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than-average over-all merit are 
Montgomery Ward, J. P. Stevens 
and Underwood Corp. 
Stock Holdings 

Some companies have large 
stock holdings in other companies. 
A few examples are Allied Chemi- 
cal, American Metal, Anaconda, 
du Pont (holding 23° of the com- 
mon shares of General Motors), 
Gulf Oil, Hanna, McIntyre Por- 
cupine, Noranda, and Standard 
Oil (New Jersey). The latter is, 
of course, an “empire”. Its bal- 
ance sheet showed total assets 
over $6.6 billion at the end of 
1954 and net working capital over 
$1.5 billion. An interesting item 
is “other investments” carried at 
less than $280 million, whereas 
the current market value of Jer- 
sey’s holdings of Creole Petro- 
leum, Humble Oil, Imperial Oil 
and International Petroleum foots 
up to a little over $10 billion, 
equal to around $156 per share of 
Jersey stock, which is now priced 
at 157. If you figure it that way, 
this price accords no value to the 
vast property account or huge 
working capital. Jersey would sell 
a great deal higher if assets, 
rather than earning power and 
dividends, were the determining 
market consideration. —END 


Year-End Corporate 
Statements 





(Continued from page 625) 


a share for the 28,952,794 shares 
outstanding at the 1954 year-end, 
to last year’s $140.7 million, or 
$4.83 a share on 29,126,619 
shares. Moreover, the 1955 show- 
ing was achieved notwithstand- 
ing that depreciation, depletion 
and amortization, totaling $106.3 
million, were higher by approxi- 
mately $12.6 million, or 13 per 
cent, than the sum charged off 
for these purposes in the preced- 
ing year. It will be noted from 
the break-down of earnings by 
quarters as set forth in the ac- 
companying tabulation that Car- 
bide showed progressively higher 
results in each three-month peri- 
od. While the gains reflect in- 
creasing sales because of improv- 
ed business conditions, the 
substantial improvements in oper- 
ating results were also made pos- 
sible by new production capacity 
added in 1954 and 1955. Current 
outlook warrants anticipating 
1956 first quarter operating re- 
sults matching the best of Car- 
bide’s 1955 quarterly periods, as 
it continues to benefit from de- 
mand for its metals and alloys, 
chemicals and other widely di- 
versified output as well as from 
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RICHFIELD \ 


Atvidend notice 





The Board of Directors, at a meeting held January 28, 1956, 
declared a regular quarterly dividend of seventy-five cents per 
share on stock of this Corporation for the first quarter of the 
calendar year 1956, payable March 15, 1956, to stockholders of 


record at the close of business February 15, 1956. 


RICHFIELD 


Cleve B. Bonner, Secret 





Ot Corporation 


N Executive Offices 


x 





555 South Flowér Street, Los Angeles 17, California « £ 
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increasing benefits of greater pro.} 
ductive capacity as new facil tie: 
go into operation. 


U. S. STEEL CORP. — Th 
country’s biggest steelmake? 
1955 doubled per common s 
earnings which increased f-om| 
$3.23 in 1954, on the basis of thel 
May, 1955 split, to $6.45. Net| 
earnings last year totaled $3702 
million, equal to a return of 9, 

per cent on sales just under 34.]| 
billion. This compares with | 954 

net income of $195.4 million, ora 

return of 6.0 per cent on sale; of 

$3.25 billion. Throughout the asi 

year Steel’s production of stee 

ingots and castings averaged 10.8 

per cent of capacity, equivaler t to 

an index of 126.7 in terms of] 
1947-49 average production af 
100. Fourth quarter operat ons! 
exceeded this average, increa: ing 

to 96.6 per cent of capacity, the; 
equivalent to an index of 131.7 

The tonnage produced during the 

final quarter amounted to 6,5 20, 

365 net tons, breaking all pr -vi- 

ous quarterly production recc rds 

while shipments of steel products 

in the final three months tot le 

more than 6.5 million tons. “or 

the year, shipments totaling in 

excess of 25.5 million tons were 

at an all-time high. 

During the year, expenditures 
for additions and replacements of 
facilities amounted to $240 mil-] 
lion and authorized projects, at 
the year-end, to be completed re- 
quired a further expenditure of 
$550 million in connection with 
which the corporation had _ set 
aside $300 million as of December 
31, 1955. On the same date, long- 
term debt, exclusive of amounts 
due within one vear, had been re- 
duced from $324.1 million fron 
the year before to $286.1 million, 
and net current assets stood at 
$695.2 million. This sum is afte: 
deducting preferred and common 
dividends payable February 20 
and March 10, respectively, and 
is exclusive of the $300 million 
set aside for payment of property) 
expenditures. 

Steel entered the current yeat 
with a rated annual steel produc- 
ing capacity of 39,215,000 net 
tons, up by 338,000 net tons from 
a year ago, and with operations 
in the first month of 1956 close 
to 100 per cent of rated steel pro- 
ducing capacity. Cut-backs in 
steel orders from the automobile 
builders will, it is believed, serve 
serve only to ease the pressure 
upon the industry by other steel 
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> consumers for supplies, indicat- 
ing first quarter operations at a 


level close to Steel’s 1955 final 
quarter. 


KEN NECOTT COPPER CORP. 
—U; audited 1955 fourth quarter 
figures show Kennecott’s opera- 
tions for that period to have been 
at th: year’s record level, operat- 
ing )°venue reaching $172.5 mil- 
lion vith net income, without de- 
duct »n for depletion, but after 
char ing a little more than $5.1 
milli n for flood and rehabilita- 
tion costs at Chase Waterbury, 
amo: nted to $43.6 million, or 
$4.0: a share. On the basis of 
thes preliminary figures for the 
final hree months, combined with 
thos’ already released covering 
the months to September 30, 
Ken: ecott, in 1955, established 
new record highs in operating 
reve’ ue at $548.2 million, almost 
$125 million greater than in 1954, 
with net income, without deduc- 
tion ‘or depletion, but after flood 
and -ehabilitation costs of $11.9 
milli on, rising to an historic high 
of $ 25.6 million. This is equa] to 
$11.1 a share for the outstand- 
ing capital stock and compares 
with 1954 net income of $77.9 
millon, or $7.20 a share. The 
gail in operating revenue reflects 
stealy consumer demand for 
cop; er in tight supply all through 
195.., while net income, of course, 
was aided by higher prices that 
reached 43 cents a pound last 
August. Kennecott and other 
major producers of the red metal 
have adhered to that price ever 
since notwithstanding copper con- 
sumers badly in need of the metal 
have paid as high as 51 cents, 
in some instances, to custom 
smelters. From the consumer's 
standpoint prospects for an easier 
copper supply during the first 
quarter of the current year, at 
least, do not appear to be all 
bright. In fact, because of previ- 
ous labor disturbances at the 
Chile mines, and the unauthorized 
strike that up to now has ex- 
tended over a three-week period 
at the Laurel Hill refinery of the 
Phelps Dodge Corp., the imme- 
diate metal supply is likely to be 
further reduced. Although Kenne- 
cott has important foreign hold- 
ings, it not only has large domes- 
tic resources but is one of the 
lowest cost domestic producers. 
In addition to its diversification 
into other non-ferrous metals, it 
has a 13 per cent interest in 
Kaiser Aluminum & Chemical 
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AMERICAN & FOREIGN POWER COMPANY INC. 


TWO RECTOR STREET 
NEW YORK 6, NEW YORK 


Notice to All Holders of Unsurrendered Stock Certi fhcates jor 
Preferred Stock (87), 86 Preterred Stoc k, 
Second Preferred Stock, Series A (87), and Common Stock (old) of 
American & Foreicn Power Company Ine 


On February 29, 1952 the Plan of Reorganization (Plan) of 
American & Foreign Power Company Inc. (Foreign Power), pur- 
suant to Section ll(e) of the Public Utility Holding Company 
Act of 1935, became effective. 

Pursuant to the Plan, all rights of all holders of the Common 
Stock (old) and of the Preferred Stock ($7), $6 Preferred Stock 
and Second Preferred Stock, Series A ($7), including the right 
to all accumulated and unpaid dividends on such Preferred Stocks. 
have been revoked, abrogated and cancelled except suc h holders’ 
rights to receive, subject to the terms of the Plan and within the 
time limit therein provided, the new securities of Foreign Power 
allotted to them by the Plan and such other rights of such 
holders as are specified in the Plan. 

Holders of certificates for such Preferred Stocks and for such 
Common Stock (old) who surrender same prior to the expiration 
of six (6) years from February 29, 1952, to the Exchange Agent 
appointed under the Plan, will receive in exchange the new securi 
ties of Foreign Power and the cash (if anv) to which they are 
entitled under the Plan. 

Notice is hereby given that the Plan provides that no stock 
holder of Foreign Power who shall fail to claim the securities or 
the cash to which he is entitled pursuant to the terms of the Plan 
prior to the expiration of six (6) years following February 29, 
1952 shall be entitled to receive any part of said securities or the 
proceeds thereof or any other cash to which such stockholder may 
have been entitled under the Plan 

Copies of the form of Letter of Transmittal which must accom 
pany certificates representing stocks when surrendered and other 
material relating to the Plan may be obtained from Bankers Trust 
Company, Exchange Agent. Corporate Trust Department, 46 Wall 
Street, New York 15, New York, or from the Company 

Upon exchange. holders are entitled to receive dividends upon 
the new Common Stock heretofore paid as follows 

10¢ per share in cash plus one share for each 100 shares of 
the new Common Stock. on December 5, 1952. 
15¢ per share on the 10th of March, June. September and 
December, 1953. 
15¢ per share on the 10th of March, June, September and 
December, 1954, plus a year-end dividend of 15¢ per share 
paid December 10, 1954. 
15¢ per share on the 10th of March and June and on the 9h 
of September and December, 1955, plus a year-end dividend 
of 15¢ per share paid December 9, 1955. 
Dated: New York, New York, February 10, 1956 
AMERICAN & FOREIGN POWER COMPANY INC 


By Henry B. Sarcent, President 














Corp., which is developing an in- 
creasingly important position in 
the growing aluminum industry. 


ARMCO STEEL CORP.—During 
1955, Armco established several 
new records, one of these being, 
on the basis of preliminary un- 


million which were $160.6 million 
than in 1954, and (an- duction through 1955, 
other) net earnings of $64.2 mil- 
lion as compared with the previ- 
ous year’s $41.1 million, a gain of 
approximately $23 million, or a 
gain of 56.4 per cent. On a per ment that have brought 
basis, 1955 earnings of 
$6.05 contrast with $3.93 a share 
for 1954, after adjusting to re- 


flect the two-for-one stock split 
last June. A feature of the pre- 
liminary statement was the com- 
pany’s ability to show earnings of 
approximately 9.3 cents on each 
dollar of sales. This is an appre- 
ciable increase over the 7.7 cents 
earned on each 1954 sales dollar, 
figures, sales at $692.6 the gain being attributable, in 
part, to higher rate of steel pro- 


benefits accruing to the company 
from capital expenditures of more 
than $300 million in the postwar 
years for expansion and improve- 
about 
greater diversification, increased 
productive capacity and lowered 
(Please turn to page 654) 
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Cc CAN COMPANY, Inc. 
~ 

A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable April 2, 1956, to stock- 
holders of record at the close of busi- 
ness March 15, 1956 ry 

sd LOREN R. DODSON, Secretary 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share on the 10,020,000 
shares of the Company’s capital stock out- 
standing and entitled to receive dividends, 
payable March 15, 1956, to stockholders of 
record at the close of business February 24, 
1956. 


E. F. VANDERSTUCKEN, JR., 
s 


ecretary 














PHELPS DODGE 
CORPORATION 


The Board of Directors has 
declared a first-quarter divi- 
dend of Seventy-Five Cents (75¢) 
per share on the capital stock 
| of this Corporation, payable | 
| March 8, 1956 to stockholders 
| of record February 24, 1956. 


M. W. URQUHART, 
Treasurer. 


February 8, 1956 


























Year-End Corporate 
Statements 





(Continued from page 653) 


costs. At the present time, Armco 
is pushing its current $111 million 
expansion and improvement pro- 
gram, a feature of which is the 
addition of new furnaces that by 
early next year will increase steel 
making capacity to 6,126,000 
tons. The first heat of steel from 
first of the new furnaces was 
tapped at the close of January, 
and another 300-ton unit is sched- 
uled to go into operation before 
the end of the current month. 
Armco ended the 1955 calendar 
year with net earnings, accord- 
ing to preliminary figures, for the 
last three months equal to $1.77 
a share, thus maintaining the up- 
trend that carried through each 
of the three preceding quarters. 
The outlook is for a continuance 
of this trend through the first 
quarter of 1956, with continued 
good prospects looking toward 
the second quarter as demand 
for steel continues strong.—END 
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Railroad Mergers 





(Continued from page 648) 


only 3%. Lumber, including ply- 
woods, has increased sharply from 
15% to 21°. Manufactured goods 
have risen slightly to 38%. An- 
other plus factor is the reduction 
of less-than-carload freight to an 
item which accounts for 1.8%. 
This is a good sign—until the days 
when trailer loads begin to pay 
off substantially. All told, NP 
originates 64 of its traffic along 
its own lines and this figure has 
been steady over the last decade. 

Like GN, rival NP upped its 
revenues to record postwar 
heights in 1955—$183 million 7 
$181 in 1953, the previous top 
year. Earnings were up to $7.72 « 
share. best year since 1950. Try 
though it does, NP cannot keen 
debt and expenses down as well 
as its rival GN. 





Burlington’s Contribution 


Finances along the Burlington 
have alwavs been fairly strong. 
Dividends have been paid uninter- 
ruptedly since 1898, one of the 
longest such records in railroad 
history (no reorganizations. of 
course). One reason is Burling- 
ton’s area is heavily industrialized 
compared with most Midwestern 
roads. Hence it is interesting to 
note revenues from agricultural 
products have fallen substan- 
tially even since 1947. In that year 
it accounted for 24% of revenues 
as it did during War II and in the 
1930’s, but at the start of 1955 
this was down to 20.7% of rev- 
enues; animal products rose from 
6% to 8%; forest products were 
up from 4.7% to 6% ; mines were 
down from 20% to 15% ; manu- 
factured products were up from 
37° to a hefty 46°. In more re- 
cent vears Burlington has been 
troubled with high costs and 
heavy fixed charges. Also, it has 
not shown quite as much growth 
potentials as do its two owners. 
For 1955 its revenues totaled $249 
million well below the record $278 
million in 1953, and net earnings 
were $22 million. 

But in one aspect Burlington 
has been a pacesetter—thanks to 
its late and great president, Ralph 
Budd (his son, John M. Budd, is 
now president of GN). One of 
the nation’s top railroaders, 
talph Budd was famous for tak- 


THE 


ing a calculated risk back it thei of the 
1930’s—and thus launched a ney its sh 





era in train travel. At a motor)) propo 
show in Chicago he saw a modg } tiona! 
of a diesel engine, caught the} duct 
enthusiasm of its developer, ‘:en.)§ fact 

eral Motor’s Charles Ketterirg, 9 grow’ 


At the time, the railroad in§ 


dustry was in the doldrums oi the 
depression. The market for ¢ gri. 
cultural products was dow 
sharply; industry had not ye’ re. 
covered. Worse yet for rail ein. 
ings, passenger cars and buse: ate 
into railroad passenger travel] like 
a worm in an apple—leaving be. 
hind millions of dollars in op rat- 
ing losses. On the horizon, a nai 
like Budd could foresee the bon 
in airline traffic. Something ha 
to be done—and he did it. He 
ordered a diesel locomotive t» be 
used with a streamlined pas sen. 
ger train. In 1934 the stair les: 
steel Pioneer Zephur made its de-| 
but zooming over the 1,000 n ile 
nonstop between Denver & Chica. 
go in 13 hours, 5 minutes. “ha 
train pioneered the way for to- 


day’s streamliners which ros 
every Class I carrier offers its 
public. 


Rail Ratios 


Rail analysts and rail financia 
officers are always concerned vith 
ratios. First, the operating rati 
which is merely an expression of 
operating expenses as percentagt 
of operating revenues. Based o1 
1955 figures NP o.r. was 78.5% 
GN’s 72.8% and _ Burlington's 
76.5%. All did better than_ the 
average for U.S. carriers which} 
runs around 80°. 

An even better criterion ot ef- 
ficiency is the transportation ra- 
tio, namely the transportation ex- 
pense as a percentage of gros: 
revenue. 

For NP this stood at 35.7‘ 
back in 1947; at the start of 1955 
it was 40.9%, an upwards ané 
hence unsatisfactory trend. 

For GN the figure was 35.9% 
in 1947 and an improved 33.4‘ 
at the beginning of 1955, a sign 
that GN has succeeded in keeping 
expenses well under control. 

Burlington, like NP, strugyle 
with an uptrending ratio: 34°) in 
1947 and 37.9% by the start ol 
1955. 

These figures can be comnareé 
with a national average of 38%. 

There is no doubt the thre 
roads have done as well or be’ te! 
than the average for their area, 
especially GN. Even so, not oneé 
STR=E! 
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ck in thelof the three roads has increased 
ed a ney its share of operating revenues in 
& motor proportion to the rise in gross na- 
a model tional product and industrial pro- 
ight the duction. The answer lies in the 
yer, (Jen. fact ‘hat the most spectacular 
teri: g, | grow'h in rail revenues and earn- 


road ip ings as been in the Southwest 
nS Oo! thf and !'ar West. Nonetheless, the 
for rgrij three roads stand out as strong 
; dow! ones, vith the prospect that union 
t ye re} can make them even more solid. 
ail © arp. 

use: ate Merger Aims and Problems 


avel like 

ving be. Tl 
| Opt Tat- the t 
1, A Nan | of 


advantages of merger for 
o are obvious—elimination 
plicate facilities ranging 





he boom from ‘reight offices to diesel yards 
Ing hai} to bo <car building plants; unified 
it. He® accov ating systems handled by 
ve t» bel elect) onic machines. As it stands 
pas sen- pow, both NP and GN run crack 
stair less” strea nliners with similar depar- 
e Its de-| ture imes between Chicago and 
)0 n ile! the " win Cities. These could be 
. CI ca-| cons« :idated. 
Ss. «hat Necurally it is hard, perhaps 
ae to- impo sible, to put projected sav- 
. 1108" ings in black and white. But one 
ers IS “guesstimate” is at least $10 mil- 
lion savings in operating ex- 
penses. 
il Merger Complications 
« ‘la 
ed with . 
g rati But merger efforts bring a host 
sion off °! Complicated problems. For ex- 
naand get *MPle, the road’s major competi- 
meer on tor, the Milwaukee, will surely ob- 
72 og. ject. Though reorganized post- 
ngt nse Wt Milwaukee is a “weak sister” 
’ compared to NP & GN. Another 
an_ the - . “ae ; 
which, Obvious problem is this: How to 
~~ | place a value on NP’s oil proper- 
.| tles, which are sure to contribute 
| O1 el- nee Vv 
ion ra. More to earnings each year? Yet 
ion Ok at present GN is in a stronger 
| ..| financial position than NP. One 
gross , . ‘ . m9 ° 
answer is a “spin-off”. That is 
857 Wall Street parlance for setting 
; --| UD a new company to take over 
f 195 NP -~ s : “a 
1s ant wt oil interest and give each 
NP steckholder a pro rata share 
95 96 In this new company. Once that 
oo yo | IS done the two could be judged 
33.4 as railroads ;: : ° : 
s sien . ailroads and an exchange of 
- shares arranged accordingly. 
eeping r g accordingly 


! Such problems as these mean 
the merger, if it comes, will not 


‘ ( 

rr rm be quick. While managements 
art off Struggle over the details (they 
claim there will be no layoffs of 
inarede Workers if the merger goes 
goo.) through) the three roads look 
thre: ahead to another good earnings 
better) Yea’, with carloadings high and 

owe the railroad weather fair. 
yt one —END. 
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A Reappraisal: Machine 
Tools 





(Continued from page 630) 


produced in the eastern Vermont 
area. 

The question, ““‘What is a ma- 
chine tool,” brings some amazing 
answers from the non-technolo- 
gists. A machine tool, basically, is 
a mechanically operated impk- 
ment which cuts and shapes metal 
into new tools and dies. These in 
turn cut and shape the metal that 
goes into the thousands of pro- 
ducer and consumer-goods items. 
There are about 250 different 
kinds of machine tools, but, basic- 
ally, they can be classified into 
five major categories—grinding, 
milling, turning, drilling and 
planing. 


Ex-Cell-O Backlog Soars 


Ex-Cell-O Corp., one of the 
larger machine-tool makers, cur- 
rently has an order backlog of 
about $100,000,000 — twice as 
much as a year ago. With busi- 
ness better than last year, Ex- 
Cell-O’s sales for this year’s fiscal 
quarter to end February 28 will 
be above the $21,314,873 in the 
similar 1955 period. The company 
will very likely report a small 
gain in sales and earnings for its 
fiscal vear ended last November 
30. Aided by a non-recurring prof- 
it item, per share earnings may 
be slightly ahead of fiscal 1954’s 
$4.94 a share, as adjusted to 1,- 
788,860 shares outstanding at 
August 31, 1955. Sales are ex- 
pected to be slightly above the 
$92,277,977 of 1954. Ex-Cell-O’s 
operations were affected in late 
1955 by a strike that lasted eight 
to ten weeks at the company’s 
plants in four cities. For the nine 
months ended last August 31 the 
company earned $4.52 a share on 
net income of $8,093,953 after 
giving effect to a Federal tax 
refund of $844,572 and a deduc- 
tion of $270,000 as a provision 
for renegotiation refund. This 
compared with a net profit of 
$7,131,566 equivalent to $3.99 a 
share in the like 1954 period. 


Bullard Doing Better 


Bullard Co., in the final quarter 
of 1955, continued the profitable 
trend that started in September. 


Net income for the last three 
months of 1955 is estimated at 
approximately $275,000 or 38 
cents a share on the 728,640 
shares outstanding. Shipments to- 
taled around $10 million. Net in- 
come for the similar three months 
of 1954 was indicated at $108,465, 
or 15 cents a share. According to 
E. C. Bullard, president, the re- 
sults of the fourth quarter of 
1955 reduced the company’s net 
loss, after credit for Federal tax 
carry-back to about $1 million for 
the full year 1955, with ship- 
ments of slightly more than $30 
million. Net income for the year 
ended December 31, 1954 amount- 
ed to $4,818,859 equal to $6.61 a 
share. Mr. Bullard looks for “a 
high level of operations for the 
current year.” The backlog of 
orders, which at the end of 1955 
amounted to about $23,000,000, 
continues to increase with in- 
quiries and new orders at:a satis- 
factory rate. Bullard’s income for 
the fourth quarter of 1955 was 
adversely affected by the ex- 
penses on the new models of com- 
pany’s machine tools. This in- 
cluded the quarter’s share of the 
cost of exhibiting the new models 
at the National Machine Tool 
Builder’s show in Chicago last 
fall, as well as the special promo- 
tional program to introduce the 
new machine tools to a large num- 
ber of potential buyers during the 
year. 


All in all, prospects for the in- 
dustry, by and large, are some- 
what improved for this group of 
companies, which is highly cycli- 
cal in nature. —END 





A Taxpayer 
Views Foreign Spending 





(Continued from page 613) 


Our unpopularity in Greece is 
due, in no small measure, to the 
fact that much of our aid has 
gone to make the rich even richer. 
Despite the impressive statistics, 
covering such items as power 
production and farm output, un- 
employment and poverty in the 
land are widespread. And anti- 
American sentiment has been fed 
by the struggle of the Cypriote 
Greeks, who feel the United 
States should take a strong stand 


(Please turn to page 656) 
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against the British on this thorny 
issue. There is small solace in the 
fact that the British are hated, 
whereas we are only unpopular. 


Britain and France 


The emphasis on scattering our 
riches to the four corners of the 
globe now is shifting to the Middle 
East and the Far East. Not that 
we have cut off Western Europe 
—far from it. The bulk of our 
military aid, currently running at 
the annual rate of $2.5 billion, 
has been going to Western Euro- 
pean countries. Economic grants 
are in excess of a billion. 

Britain and France, of course, 
have been prime beneficiaries. 
Taking Government fiscal years, 
it will be found that Britain re- 
ceived in 1953 economic grants of 
$383 million. The figure dropped 
to $192 million in 1954 and 
to $164 million in 1955. Even if 
the spending curve were up, in- 
stead of down, it is hardly likely 
that Britain would be any fonder 
of us. The stock of the United 
States was never lower in the 
tight little isle. Our interests are 
in conflict in the Midd'e East 
(where Britain is trying to mend 
her fences) ... nor are we in ac- 
cord on recognition of Red China. 
And far from feeling indebted 
to this country for the multi-bil- 
lion dollar aid of the post-war 
period, the British feel we owe it 
to them—and that we should sup- 
port their colonial position 
whatever the cost to this country 
in prestige, blood and treasure. 

The case of France is not much 
different, although for that coun- 
try economic grants from the 
United States have been rising. 
The figure was $272 million in 
1953, $277 million in 1954 and 
$507 million in 1955. The up- 
swing is due in substantial mea- 
sure to American underwriting 
of the Indochina war—where we 
have paid dearly to support a 
moribund colonial position. 

Corrupt, predatory and miser- 
able rule of Indochina has cost 
France that country, and for our 
intercession in her behalf we 
must bear the stigma. The drama 
now is' being’ re-enacted’ in 
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France’s North Africa colonies, 
where vital American bases are 
in jeopardy—the Moroccans, too, 
would like a little baksheesh. Into 
this cauldron—Morocco, Algeria, 
Tunisia — has gone staggering 
sums of money, taxed away from 
Americans, to support a dodder- 
ing colonial regime and a grow- 
ing communism. 


As Far as Communism 
is Concerned 


Little more than a decade ago, 
there were less than 200 million 
people under the Communist heel. 
Now there are more than 900 
million people imprisoned behind 
the Iron Curtain. It must be clear 
by now that outpouring of our 
treasure—more than $50 billion 
of it—is not the solution to the 
problem of stemming the Red tide. 
Certainly, the results to date can 
scarcely justify a national debt of 
about $280 billion and a budget of 
$65 billion. Even the resources of 
this mighty nation are limited, 
yet we go on pouring out huge 
sums for people who assume no 
collective-security obligations for 
the preservation of the Free 
World, which is their salvation. 
But they are blinded by fear and 
corruption. 


Tax Rebellions 


In the foregoing, we have men- 
tioned only the chief beneficiaries 
of the tens of billions of dollars 
of American taxpayers’ money 
given away, which could have been 
used to relieve the overburdened 
taxpayer solve various 
domestic problems—flood control 
—supply badly needed schools— 
community projects of one kind 
or another and in the field 
of research, better support our 
own defenses in building the ulti- 
mate weapon in guided missiles 
to defend our shores and our 
people. There is no sense in wast- 
ing the substance of our work 
and savings. We need this money 
badly at home. 

The taxpayers have been rest- 
less for a long time, and the 
Poujadist movement for tax re- 
duction is attracting a great deal 
of attention in this country. It has 
recently been dramatized by the 
governor of a Western state, who 
declared that he will no longer 
pay taxes to support foreign 
regimes. In making these remarks 
he was merely giving expression 
to the weariness and frustration 
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to be asked to pay even more bil. 
lions. The end is not in sight. 
American citizens, ever ready 
to respond to the pleas of the 
needy—at home or abroad— are 
dead set against buying a! ies, 
lining the pockets of rich foreign 
business enterprises with n ore 
gold, projecting aid for a prob'em 
that brings no solution, p) op. 
ping up totalitarian governme its 
vieing with the Russians fo 
“friends” by matching rubles \ ‘it! 
dollars—pouring out our treas ure 
to preserve colonial systems * hat 
long since have outlived their ° se- 
fulness and replying to every :r 
of “Russian Wolf!” with more 
money and material. The mor ey- 
by-the-shovelful approach must 
go! It’s time too. —) NI 
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The Big Business Executive 
By MABEL NEWCOMER 


How did the chief executives of our 
large business organizations reach the 
top? 

What imovortance did family bsck- 
ground play in their success? 

What are the qualifications of our 
top executives in terms of training and 
experience? 

Do the requirements differ for if- 
ferent kinds of business and in difler- 
ent business generations? 

What is the relation 


chief executive and those who work 
with him? 
How much professionalization has 


taken place in business training and in 
the positions? 

Who is the model business executive 
today? 

These questions are all part of a 
bigger one that this incisive study 
seeks to answer: Who is, who can be, 
and who should be the big business ex- 
ecutive today? To find the answers the 
author has carefully examined the back- 
grounds of our chief executives—presi- 
dents and chairmen of boards—and has 
put side by side thé management and 
biographical data about the present 
generation of “career men” or profes- 
sionals with those of the “corporate 
speculators or plungers” of the turn of 
the century and before, contrasting 
their experience and the apparent 
reasons for their appointments to ‘op 
positions. 

Sane and comprehensive in er 
approach, the author suggests some of 
the deficiencies in the present set-up 
and points to their alternatives, not 
without attending to their correspond- 
ing drawbacks. This stimulating n- 
quiry is of interest and concern to ‘he 
students in the field, to the business- 
men and the enlightened public ali <e. 
Columbia $4.00 
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of millions of fellow-Americ.ns,§ 
who have paid billions, and are 
paying billions, and do not v an 
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Capital Gains Taxes 





EDITOR’S NOTE: 

The capital gains tax is a sub- 
ject of the utmost importance 
to investors. A thorough-going 
analysis of the subject is pre- 
sented here as a service to sub- 
scribers, many of whom will find 
valuable guidance in the study. 

EFFECT OF CAPITAL GAINS TAXES ON 
SALES OF CAPITAL ASSETS AND MARKET 
PRICES 

The tax on capital gains affects 
the pattern of sales of securities 
and other property in various 
ways. To the extent that the Gov- 
ernment shares in the profits of 
sale (and in the losses to a limited 
extent) the taking of gains be- 
comes less attractive and the 
taking of losses becomes more 
attractive than it would be in the 
absence of taxation. 

The crux of the economic prob- 
lem of capital gains taxation is 
the realization principle. Capital 
gains are taxed, not when they 
accrue, but when the security or 
other asset is sold or exchanged. 
The fact that the timing of sale 
and the realization of the gain is 
at the discretion of the taxpayer 
makes security transactions sen- 
sitive to tax considerations. 

For this reason it is frequentlv 
asserted that substantial accrued 
gains are “locked in” securities, 
the sale of which is deterred by 
the tax penalty placed on realiza- 
tion of the gain. This position is 
succinctly summarized in the fol- 
lowing statement by the president 
of the New York Stock Exchange. 

Taxation of these gains is par- 
ticularly discouraging when a 
sale is earried out for the purpose 
of transferring funds to another 
investment. The capital gains tax 
under these conditions becomes 
the equivalent of an investment 
transfer tax, at an extremely 
high rate. It immobilizes capital 
movements, especially in a period 
which follows basic price level in- 
creases. This results in numerous 
“locked-in” positions, which are 
contrary to the public interest. 

This “frozen” condition is said 
to result in greater fluctuation in 
stock market prices and to pro- 
mote economic instability. In 
times of rising security prices, in- 
vestors tend to set a higher reser- 
vation price in order to recoup 
the tax paid to the Government 
as a necessary cost of transfer- 
ring from one investment to an- 
other. Securities thus tend to be 
withheld from the market, there- 
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by restricting the supply offered 
for sale, and prices tend to rise. 
At a time when prices are falling, 
the tax tends to induce lower 
prices than would otherwise pre- 
vail, depending on the tax treat- 
ment of capital losses. The net 
effect, it is argued, is to accentu- 
ate upswings and downswings in 
security prices. 

A recent empirical study of the 
investment behavior of indivi- 
duals indicates that the capital- 
gains tax may affect the timing 
of investment decisions and ac- 
centuate cyclical influences, par- 
ticularly on the upswing of the 
market. This study concludes, 
however, that the evidence does 
not show such tax influences to 
have been a dominant or even a 
major factor in market swings. 

On an analytical basis, it would 
appear that such tax considera- 
tions would be significant only 
where the capital-gains tax is 
large in relationship to the pros- 
pective improvement in yield (or 
gain) to be realized on a shift in 
investments. For example, con- 
sider an investor with 100 shares 
of General Electronics bought at 
$50 and later selling at $80, 
yielding 6 percent on the basis 
of the later price, and who is 
considering a shift to another 
stock yielding 7 percent on the 
basis of its current price. At a 
tax rate of 25 percent, the net 
proceeds after capital-gains tax 
of $750 on sale of the stock held 
would be $7,250. If this were in- 
vested in the new stock, it would 
yield sufficiently more than the 
yield on the securities sold 
($507.50 compared with $480) to 
justify the switch. 

The probable effect of the tax 
may also be illustrated by the 
example of an investor in 100 
shares of Consolidated Paper 
bought at $50 per share and later 
selling at $80, with a total mar- 
ket value of $8,000. Capital-gains 
tax of $750 on a gain of $3,000 
would leave $7,250 for reinvest- 
ment. If he does not expect Con- 
solidated Paper to rise further 
he would be justified in selling 
and reinvesting in a stock with 
a prospective appreciation of 
more than 10.3 percent. Since the 
possibilities of such price appre- 
ciation would be very consider- 
able in a dynamic market, the 
possible deterrent effects of capi- 
tal gains tax within this area 
appear to be slight. 

In theory, the fact that capital 
losses may be deducted is a par- 
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tial offset to repressive effects o/ 
the tax on gains. The practica) 
effect of this provision, however, 
is diminished by the fact that 
such offsets are greatly subordi. 
nated in the investor’s mind t 
the expectation of success—ra‘t her 


than failure—in his investments § 


A recent study of this area made 
it apparent that investors repel- 
led by existing restrictions on 
capital losses were greatly »ut- 
numbered by those who were at. 
tracted by the favorable tax ate 
on gains. 

Statistics show that loss of*set| 


against ordinary income are of|) 


greater importance to lower in. 


come individuals than to thos: in 7 
the higher brackets. Capital g: ins . 


of lower income individuals oc cur 
with much less frequency indj 
offer less opportunity for of ’set 
of possible losses. Data also in- 
dicate that losses tend to be  on- 
centrated among lower inc: me 
individuals; 50 percent of all w-] 
able net losses were reported on| 
returns with net incomes of un ler 
$5,000 (including non-taxable re- 
turns) and 70 percent were : us- 
tained bv individuals with inc: me 
under $10,000. 

The New York Stock Exchange 
has recommended an increase in 
loss offsets against ordinary in- 
come from $1,000 to $5,000 a 
year, with the same carrvover 
period of 5 years. This would en- 
able losses of up to $30,000 to be 
offset against income, compared 
with the present $6,000 maxi- 
mum. This increase is advocated 
to protect the investor of medi- 
um means, and to give recogni- 
tion to the increase in price and 
tax levels which has taken place 
since 1942 when the present limi- 
tation was introduced. 

Limitations on the deductibil- 
ity of losses from ordinary in- 
come are recognized as necessary 
to protect tax revenues. Restric- 
tions on loss offsets were in fact 
imposed in 1934 as a means of 
of safeguarding the Treasury 
against the serious losses taken 
during the great depression. Loss 
limitations are also believed to be 
a necessary protection against 
manipulation and tax avoidance 
where tax loopholes in this area 
are not effectively closed. 

Attempts to liberalize offsets 
against ordinary income shou'd, 
so far as practicable, give :c- 
count to the need for parallel t ix 
treatment of gains which are 
taxed at a maximum rate of 25 

(Please turn to page 660) 
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ic LOVING CARE IS NEEDED 


act 


: WHEN YOU'RE DRIVING, TOO 


en 
SS 


be There are so many ways to express your love for yourself behind the wheel. It’s so important to be= 

st a child— amuse him, caress him, understand him, not just a good driver—but an expert. 

be protect him . . . and drive well, with care. 

° Why? = = 

ts Because more children 1 to 14 years old are kilied 

d, as a result of motor vehicle accidents than by polio, A GOOD PARENT 
IS A GOOD DRIVER 











n most dreaded childhood diseases! 


c . . . . . . 

5 Driving well isn’t easy. But it is so terribly im- 
portant. ’ An official public service message prepared by The Advertising Council 
So, if only for this reason, take a fresh look at in cooperation with the National Safety Council. 
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Capital Gains Taxes 





(Continued from page 658) 


percent, compared with gradu- 
ated income-tax rates ranging to 
91 percent. 

Another important aspect of 
the problem of tax induced delays 
in the realization of gains is its 
effect on the mobility of capital. 
Among the supposed harmful 
effects of this condition is the 
reluctance to transfer funds 
from seasoned to unseasoned se- 
curities, or from established com- 
panies to new ventures. However, 
quite the contrary result was ob- 
served in a recent study of in- 
vestment behavior, which con- 
cluded that the preferential tax 
treatment of capital gains has 
greatly stimulated appreciation- 
minded investors to transfer out 
of conservative investments into 
more speculative ventures. This 
study thus conspicuously fails to 
support the view that capital- 
gains taxation impairs the mo- 
bility of venture capital. 

The above tax considerations 
must, of course, be modified to 
the extent that psychological and 
other economic factors enter into 
investment calculations. The tax 
factor is only one of many con- 
siderations influencing invest- 
ment decisions and is generally 
considerably less important to an 
investor than his forecast of fu- 
ture prices and economic trends. 


Committee on Banking and Currency 
U.S. Senate 
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(Continued from page 646) 


1955 were $23,511,183, or $6,855,- 
525 more than net earnings of 
$16,655,658 in 1954. Farnings ner 
share of stock were $7.37 in 1955, 
compared with $5.24 per share in 
1955. 

The 1955 earnings were the sec- 
ond highest in the company’s his- 
tory, being exceeded onlv by 1951 
earnings of $24.530,509. Earn- 
ings for the fourth auarter were 
at a high level of $7.069,941 be- 
cause of sustained high sales in 
most product lines. Sales of asbes- 
tos fiber were unusually high in 
this quarter largely because cus- 
tomers made substantial addi- 
tions to their inventories in order 
to avoid increased transportation 
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costs during winter months when 
ports from which company ships 
fiber are normally ice-bound. The 
latter circumstance is likely to be 
reflected in earnings of the first 
quarter of 1956, that quarter of 
the year which is characteristi- 
cally lower in any case. However, 
the outlook for 1956 appears to 
be favorable. 

Dividends of $4.25 per share 
were paid on the common stock in 
1955. 

An increase of about $1,500,000 
in taxes other than income taxes 
was due in large part to mines 
taxes caused by the high level of 
production of asbestos fiber. 

Depreciation in 1955 was 
$12,135,509, which was about 
$760,000 more than in 1954. Ex- 
penditures for additions to and 
replacements of properties and in- 
vestments amounted to $18,278,- 
352, compared with $20,207,890 
in 1954. New projects authorized 
during 1955, some of which will 
not be completed until future 
years, call for expenditures of $23 
million. Construction of a new 
mill at the company’s Jeffrey as- 
bestos mine in Asbestos, Quebec, 
continued with completion planned 
in 1956. Expansion of under- 
ground mining operations at the 
Jeffrey mine and development of 
underground mining at the com- 
pany’s Munro mine in northern 
Ontario are also continuing. 

Total production of asbestos for 
fiber from the Canadian mines in 
1955 was 592,000 tons, an all-time 
record. Because of delays in start- 
ing, there was limited production 
of asbestos fiber in Southern 
Rhodesia, Africa, from mines of 
Rhodesian Asbestos, Ltd., in 
which Johns-Manville has a 51% 
interest. 

Income from company’s for- 
eign business has continued with 
steady growth which has been evi- 
dent for the past few years. Com- 
pany’s operations abroad are 
carried on in every area of the 
world except the Iron Curtain 
countries. 

New affiliated operations were 
begun in an asbestos millboard 
plant in Argentina, a mineral 
wool plant in West Germany and 
a floor tile plant in Peru. 

The board of directors has pro- 
posed a split in the common stock 
(2 shares for 1) and a change in 
the authorized shares from 
4,000,500 of no-par value _ to 
25,000,000 of $5 par value. Out- 
standing shares after the pro- 
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posed split would total abou 
6,400,000. Action on these pro. 
posals is subject to the approval 
of the stockholders at the annua! 
meeting. 

The outlook for coming months 
continues favorable. 


































































Brooklyn Union Gas Compaiy 


“You have stated in your mag«zin 
that the public utility industry is ; 
stable one. I am particularly inter ste 
in receiving late earnings datc o 
Brooklyn Union Gas Co. and also jou 
opinion of prospects for this com san 
over the longer term.” E.S., Sec ttle 

Brooklyn Union Gas Co. © der. 
ates in Brooklyn and a large art 
of Queens, New York City. Cc der 
weather and substantial incre ‘ses 
in the sale of gas-heating ec tip. 
ment accounted for higher e :rn- 
ings for the company during 1 )55 
Net income for the year amoui ted 
to $5,039.000, compared to 354; 
650,000 in 1954. This incom 
amounted to $2.70 per com 10 
share in 1955 as against $2.5" ir 
1954. 

Lower temperatures during the 
vear accounted for an estim: ted 
14 cents of the increase in net in- 
come per share of common st ck 
In the 1955 calendar year t! ere 
were 6% more degree days ta! 
in the previous year when wil te’ 
temperatures were about normal 
The cold weather was partially re- 
sponsible for an increase in firm 
gas send-out of 9.8° above the 
previous year. A new record fora 
single day was established on De- 
cember 20 when 175,062,000 cubic 
feet of gas was distributed by the 
company. 

Substantial load addition als 
contributed to the record send-out 
New gas load added during 1955 
exceeded load additions in 1954 by 
30%. Much of the new load added 
was due to an outstanding year in 
the sale of gas-heating equipment, 
made possible to a great extent by 
rate changes, effective April 1, 
1955, and amounting to about 
10% saving in customers’ house- 
heating fuel bills. 

Greater load was also added 
from firm off-peak sales as a re 
sult of a 19% reduction in rates 
for summer water-heating and 
spring and fall “fringe’’ heating 
for apartment houses and indus- 
trial customers. 

Dividends in 1955 totaled $1.8 
per share, against $1.60 in 1954 
The present 45 cents quarter) 
dividend is expected to continue 
The outlook for the company ‘or 
1956 and longer term appeurs 
favorable. —END 
STREET 
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appr ova! e a 
e anual e > 
* e ° * 
- months ; A First Step in Your Program for a ° 
° ° 
ns , PROFITABLE 1956 ; 
mag «zin ° * 
try is | > * 
inter ste : e 
dete ‘ (Important... To Investors With $20,000 or More!) 
aiso /ou a ¥ 
com jan 
- Sec ttle ad bad 
10. © Der- ’ . 
= weeeeeeeeeeeeeeeeeeeseeeeeeeeeeee 
. Co der 
nCre ses 
Fags = RY this experiment! Imagine that all your securities were sold yesterday. 
am 1.988 Today you have nothing but their cash value. 
g 20 Jd 
vy % Then ask yourself, “Should I repurchase my former holdings as offering the most 
ineome| outstanding prospects for safety, income, profit—or could all or part of my funds 
“om? 101 be used more profitably in the coming year? Should I invest my cash now?” 
$2.5) it . , = , ie 
%& Some investors who test their lists honestly find that they are holding securities for 
ring th unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
tim: ted because they like to see issues on their list which show a profit, even though the 
| net In- future has been discounted; (3) because they are sentimentally attached to inher- 
dl r = | ited securities, or shares of a company for which they work; (4) because they feel 
ere . “m~ ° “oe Be “ ~ 
wa thes that they might have difficulty in deciding upon a replacement; (5) because they 
winter are worried about taxes resulting from security changes; (6) procrastination. 
normal : , , 
iii ue % Today there is no need to hold unfavorable investments which may be retarded 
in firm in 1956. or those where dividends are in doubt. Selected issues are available 
ove the which offer a substantial income, a good degree of security and dynamic growth 
- fi ’ prospects if your purchases are strategically timed. Many are undervalued as 
0 cl bic measured by earning power, capital assets and 1956 potentialities. 
) 
1 by the % Asa first step toward increasing your income and profit in 1956 we suggest that 
— you get the facts on the most complete, personal investment supervisory service 
als eter : - : . 
— available today . . . to investors with $20,000 or more. 
155 | are 
a! by % Investment Management Service is designed to help you to own shares of com- 
1 added panies that will PACE THE NATION’S GROWTH . . . leaders in electronics, 
year il aerodynamics, “push-button” production . .. prime beneficiaries of the dual war- 
ipment, peacetime future of the atom. With our counsel you can share in huge profits to 
— b flow from our coming network of “throughways”. the St. Lawrence Seaway and 
mo od other vast projects .. . from the host of new products. metals. chemicals, tech- 
) @DOUl > ' , 7 mIMma °-ATIT OO TroIPAATOrH 
house- niques... ALL WITH DEEP INVESTMENT SIGNIFICANCE. 
added * Full information on Investment Management Service is yours for the asking. Our 
3 a re rates are based on the present value of securities and cash to be supervised—so if 
n rates you will let us know the present worth of your account—or send us a list of your 
ig and holdings for evaluation—we shall be glad to quote an exact annual fee . . . and to 
a me ng answer any questions as to how our counsel can help you to attain your objectives. 
indus: 
d $1.81 
is I M S 
1 1954 NVESTMENT MANAGEMENT SERVICE 
ntinue A division of Tut Macazine or Watt Street. A background of forty-eight years of service. 
ny ‘or =e w » , 
pers 90 BROAD STREET NEW YORK 4, N. Y, 
—END 
STREET 








Our Newest Turnpike. Much of the new Ohio Turnpike is lined 
with USS Multisafty Cable Guard—a system of resilient steel 
cables that will give the best possible protection against off-the- 
road crashes. To provide skid resistance and smoother riding, as 
well as longer life for the pavement, the two ribbons of concrete 
are reinforced with USS American Welded Wire Fabric. And 
more than a million tons of USS Slag Aggregate, a product of 
U. S. Steel's blast furnaces, were used to make concrete for 
this ‘pike. 


HOTIO\ 
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Whirling Cattle Feeders. These feeders look like industrial 
ventilators. But actually, their purpose is to protect livestock 
mineral feeds (a flour-like substance) from wind and rain, yet 


keep the feed always accessible to the animal. The feeder is 
made from USS Steel Sheets 


Free Movies. Over a dozen motion pictures are available free 

from your nearest United States Steel Film Distribution 

Center. Any recognized group may borrow the films. Write for i : 

the free booklet that describes these films. Address United ‘ eee P : . 
States Steel, 525 William Penn Place, Pittsburgh 30, Pa he diandidsadibice This trade-mark is your guide to quality steel 
Ask for booklet MP-125. 


UNITED STATES STEEL 


For further information on any product mentioned in this advertis:ment, write United States Steel, 525 William Penn Place, Pittsburgh, Pa 
AMERICAN BRIDGE..AMERICAN STEEL & WIRE and CYCLONE FENCE. COLUMBIA-GEN °VA STEEL. CONSOLIDATED WESTERN STEEL. GERRARD STEEL STRAPPING. NATIONAL TUBE 
OIL WELL SUPPLY. . TENNESSEE COAL & IRON. UNITED STATES STEEL PRODUCTS. UNITED STATES STEEL SUPPLY. Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNITED STATES STEEL HOMES, INC. - UNION SUPPLY COMPANY - UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 6-207 


See the United States Steel Hour. It's a full-hour TV program presented every other week by United States Steel. Consult your local newspaper for time and station. 
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